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India 

Why the BJP government 
is already on the ropes 
Page17 



Holland’s Bergkamp 
'I’m not interested in 
scoring ugly goals’ 
World Cup, Page 14 
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WORLD NEWS 


Kohl rules out 
possibility of CDU 
coalition with 
Social Democrats 

German chancellor Helmut Kohl 
ruled out a "grand coalition" of his 
Christian Democrats with the 
opposition Social Democrats after 
September’s elections. He accused 
the SPD of promoting the idea to 
attract voters in the political centre 
and divert attention from Its plans 
for a leftist government. Page 18 

Caspian Sea deal signed 

Russia and Kazakhstan signed an 
agreement dividing the northern 
sector of the Caspian See. The 

deal allows each state to regard 
subsea, resources on its side of the 
frontier as its property, so provid- 
ing-legal protection to allow extrac- 
tion of oil and gas to go ahead. 

Rage 4 

Ex-hospital chief denies genocide 
Bosnian Serb ex-hospital director 
Milan Kovacevfc denied genocide 
when he stood trial at the UN war 
crimes tribunal on former Yugo- 
slavia Prosecutors aflege he 
helped set up camps In north west 
Bqanta. where Moslems and Croats 
were raped, tortured and killed. 

Summit dat 8 set; says Moscow 
Bill Clinton is to visit Moscow for a 
summit with Boris Yeltsin in early 
September, the.Kremfin said. The 
US president had previously said 
he would not attend a summit 
before Russia's parliament ratified 
the Start H arms control treaty, 
which it will consider In the 
autumn. 

15 (BalnS Africa bridge cottapse 
A bridge under construction in 
South Africa collapsed, killing at 
least 15 people and injuring 14 
others. The bridge w^ being buflt 
across a river near Bushbuckridge, 
about 250 mfies northeast of 
Johannesburg. 

Stolen pfc&UBs recovered . 

Three Van Gogh paintings and a 
Cdzanne, stolen, in an armed rob- 
bery on an Kalian gafiery. were ' 
retrieved in Ratal Those arrested 
inducted a woman who woricset- 
Rome’s National Gafiery of Modem 
Art where toe theft, took 
place. Page 2 

Hungarian PM sworn to 

Vfttor Orban. leader of the Young 
Democrats-CMc party, was sworn 
In as Hungary’s prime minister, 

UK and Spain agree Halo accord 

Britain and Spsin have reached an 

agreement to prevent toetr dispute 
over Gibraltar blocking plans for 
the modernisation of Nato. It la 
understood to centra on Spain’s 
agreeing to let Gibraltar be used as 
a communtaattans centre during 
Nato exercises. Page 2 

tafia clarifies nuclear stance 

India b wfltfng to accept interna- 
tional legal obrtgatfons* to retain 
from fiHtoer nuclear test explo- 
sions, officiate Indicated, but Delhi 
was not prepared to sign the 
Nuclear Non-Proliferation treaty or 
heed cate not to "weapontee" its 
nuclear capability. Page 6j Pakis- 
tan warns on sanctions, Page18 

Earn meltdown 

About 9m coins minted to France 
for the launch of the single cur- 
rency vriU have to be- melted down. 
European Union finance ministers . 
bedded to alter their design after 
complaints from blind people and 
vending machine operators. 

Kbig of fte Cowboys dies 
Roy Rogers, a truck driver who 
rose to fame as the singing “King 
of the Cowboys" of lam and 7V, 
cHed aged 88 at. his home In Calif- 
ornia. Obituary, Page 15 




Alitalia reports 
sales rise of 6% 
to $2.29bn over 
first six months 

Afitafia, Italy’s national carrier, 
reported improved performance for 
its three main businesses, ADtafia 
Airlines, AUtafia Team and Alitalia 
Express, with combined sales in 
the first six months of this year 
totalling U.IOObn ($2.29bn), up 6 
per cent on the period In 1997. 
Page 24 

BUSIdii b to take advantage of the 
fan in coal prices and the weak 
South African rand to gain fuB con- 
trot of Ingwe, the world's biggest 
thermal coal exporter, for R2.97bn. 
Page 26; Lex, Page 18 

Dbgeo, the UK todd ato ifrlnks 
group, is In dispute with Josfe 
Cuervo, which makes the world's 
most popular tequBa brand, over 
distribution rights bn North America. 
Page 19; Lex, Page 18 

EVC tntematJQOai, Europe's leading 
manufacturer of PVC plastics, 
plans to merge with the petro- 
chemicals arm of Norsk Hydro, 
Norway's largest industrial group. 
Page 19 


Gorges Baric, ihe cwtrai bank of 
Norway, raised interest rates for 
the fourth time this year in an 
attempt to prop up the krone amid 
signs of overheating in the ofl- 
fuefied economy. Deposit and 
overnight landing rates went up to 
5 and 7 per cent, respectively. 
Pages 

Companies b the US and Britain 
are to be offered hmrance coyer 
against costs of a bid that proves 
abortive. Underwritten at Lloyd’s of 
London and developed by TOi 
Corporate Services, it wffl reim- 
burse advboiy fees associated 
with agreed deab that tafi for rea- 
sons outskte management control, 
such as counterbids, pullouts or 
regulatory intervention. Page 26 

PuertoRfco’s labour untons called 
for an fndeftnfie stoppage in sup- 
port of 6,500 te le p h one employees 
wt>o-stopped wdriririg two weeks 
ago to pretest at the sale of 51 per 
centofthetetand T &{toonecbm- 
peny ter Si £bn to a consortium 
tod ty GTE of the US. Pane 8 

Nomura Securities, Japan’s largest 
broker, plans to become the first 
non-bank to enter foreign 
exchange trading under changes 
allowed In the “Big Bang” financial 
deregulation. Page 19 

Peageot, the French carmaker, wffl 
Increase its commercial presence 
in Iran through two deab providing 
assembly packages for its 405 and 
205 models to Iran Khodro, the 
Tehran-based producer. Page 9 

Eastman Kodak, the film and 
camera maker, attacked file World 
Trade Organisation for its handling 
of a US complaint aubssquentty 
rejected, that Japan unfairly 
blocked Kodak’s sates In Japan to 
protect domestic rival FujJ. 

Paged 

Bread's car sales tel 17.1 per cent 
and car production 14.7 per cent to 
the first half of the year. Page 8 

Malaysia, UnBand and China are 

preparing to bsue doRar bonds In 
the next tew weeks In a much- 
awaited return of Asian sovereign 
borrowers to the international capi- 
tal markets. Page 19 
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UK defence secretary wants France 
to become involved in consolidation 


By Alexander IBcoB, 

Defence Correspondent 

Europe’s- military aircraft 
Industry could be consolidated' 
around companies involved in 
the four-nation £42bn ($7Qbn) 
EuroQghter project, George 
Robertson, UK defence secretary; 
said yesterday. 

. The consortium, which will 
produce the ' next-generation 
European comhat aircraft, was 
"already there as a kernel of a 
future military aircraft com- 
pany", he said. 

Aerospace industry executives 
interpreted Mr Robertson’s 
r e ma rks as stepping up p re s s u re 
on France, which, though part of 
an Inter-governmental effort to 
press for consolidation, is seen as 
the biggest barrier to progress 
because of its large state hold- 
ings. 

Mr Robertson said he wanted 
France, which is not part of the 
EuroSgbter project, to be fully 
involved in rationalisation of the 
overcrowded sector. But if the 
country did not take part, “indus- 
try wifi have to work in the best 
my possible to create a Euro- 
pean entity which will be compet- 
itive". 

These were other options, Mr 
Robertson added. The UK govern- 
ment could encourage companies 
to forge closer links with TO or 
German companies. . "At the 
moment we wbuld prefer to get 
everybody on board. Tire French 
can see the writing qn the wall as 
dearly as anybody else can." 

European governments have 
been pushing far consolidation 
into a single aerospace and 
defence business, efficient and 
large enough to compete with 


Boeing and Lockheed Martin of 
the US. But a French proposal to 
base the new entity on a restruc- 
tured Airbus, the civil aircraft 
maker, has been rejected by 
other governments and industry. 

Mr Robertson was speaking to 
reporters before a dinner in Lon- 
don at which defence ministers 
from the UK, France, Germany, 
Italy, Spain and Sweden signed a 
letter of intent designed to 
remove official obstacles to 
rationalisation. 

He said be would seek clarifica- 
tion from Alain Richard, the 
French, defence minister, about 
recent French government initia- 
tives, including plans tor partial 
privatisation of Aerospatiale, the 
state-owned aircraft maker. 

Aerospace industry executives 
questioned whether rationalising 
around the Eurofighter pro- 
gramme would be the best way of 
bringing the sector into a sin^e 
entity. 

Eurofighter, the consortium 
based in Munich, is owned by 
Daimler-Benz Aerospace and 
British Aerospace with 88 per 
cent each, Alenia of Italy with 21 
per cent and Casa of Spain with 
13 per cent 

UK officials said considerable 
savings could be made in Euro- 
fighter production if companies 
joined forces before making sepa- 
rate investments in tooling and 
production facilities that might 
involve costly duplication. 

Hie tetter of intent signed yes- 
terday covens security of supply 
of equipment removal of export 
barriers; protection of classified 
intormation; avoiding duplication 
of research, spending; transfer of 
mtenectual property rights; and 
harmonisation of procurement 


UK output falls as 
sterling bits exports 
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By Robert Oute, 

EnnuMiilria B% f 


British factory output is on a 
ffoiuug trend for the first time 
since the economy pulled out of 
recession in 3992. the Office for 
National Statistics said yester- 
day. 

With sterling’s recent strength 

undermining thin competitiveness 

of UK manufacturers in world 
markets, factory production toll 
by an unexpectedly sharp OA per 
cent in May. Tim statistics office 
also revised away the modest 
increase that it had pen c il le d in 
for April. 

The figures will sharpen the 
riehatp in the Bank of En gland 's 
Monetary pohey committee later 
this week over whether a further 
interest rate Increase is needed. 
The doves, on tire committee 
believe that interest rates have 
already bean increase enough to 
enable the govenmient to hit its 

Irtflfrtinn tar ge** * 

Expectations that rates would 
be kept on hold 'wane already 
depressing the pound before yes- 
terday’s manufacturing figures 
were published. This followed 
gloomy business surveys over the 
weekend. 

The pound ended the day at 
DM2.977. down two pfamlgs an 
the day and -U* pfennigs over the 
test two trading days. City econo- 
mists believe by a narrow margin 
that interest rates are likely to 
remain on hold this week, 
although a -n umb er believe- that 
they will rise ones more later in 
the year. 

Factory output looks almost 
certain to have declined for a 
third success i ve quarts: in the 
three mouths to June, wwtfi^ming 
that the sector to technically in 


UK mamtaclvkig production 

Uod&i on antei % ttooge 



recession. The underlying trend 
suggests that factory output is 
faffing by 0.5 per cent a year. 

“Manufacturing output was 
weaker than expected and the 
trend remains downwards", said 
Adam Cole, at HSBC Securities. 

Thus far the Bank has noted 
ttw* weakness of the mauufactut*. 
ing sector, but focused more on 
continued strong growth in the 
service sector - which to shel- 
tered from international competi- 
tion and driven by domestic 


The National Institute of Eco- 
nomic and Social Research pre- 
dicted yesterday that the econ- 
omy would have grown by 0J5 per 
cent in the second quarto- of the 
year, at or marginally below its 
kmgrteem trend rale. 

The Bank may also take the 
potentially inflationary implica- 
tions Of the planned minimum 
wage and the government’s 
spending plans into account in 
this week's decision. 


Mustiy loses 
Lei; Page 18 
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its new low after 

bank chief named 


By Victor Malta in Jotaannerimg 
end Daniel Dorabey to London 

The South African rand dropped 
to another record low early yes- 
terday as foreign exchange zhar- 
kets delivered a harsh verdict on 
the Weekend arninnnewmnnt tha t 

Tito Mboweni, labour minister, 
would be the next governor of 
the central bank. 

Shortly after trading began, the 
rand dropped 6 per cent, to Rfi.75 
to the dollar from R&36 on Fri- 
day, before recovering some of its 
losses later in the day. 

The country’s white-dominated 
business organisations issued, 
polite public statements of con- 
gratulation to Mr Mboweni, who 
will take over at.tiie South Afri- 
can Reserve Bank from Chris 
State in August' next year. Pri- 
vately some business leaders 
were aghast at the government’s 
choice, 

Mr Mboweni, a 39-year-old Afri- 
can National Congress politician, 
has no hanking experience. He 
Ins also came into conflict with 
employers over his sponsorship 
of labour legislation designed to 
right the wrongs of the apartheid 
past He remained discreet yes- 


terday, acknow led ging only, that 
the new jtib would be "tough". 

The ruling ANC, however, con- 
demned the country's opposition 
parties for criticising the appoint- 
ment • 

“This Is. i merely part of. a 
broader grand scheme to oppose 
any fundamental socio-economic 
transformation of our society,” 
the ANC declared. It said its 
opponents were motivated by 
"the need . to. create the false 
notion that blacks are incapable 
of running the .country or indeed 
the economy". 

' in tUn^London trading tfce 
rand staged a, partial. iecovay. 
Hedge femd buying helped the 
currency back from its low point 
But analysts ’.argTi^ that the 
rand was likely to remain vulner- 
able in the days ahead. 

“The London market noticed 
that the currency, has been over- 
sold," said NeEL MacKinnon, an 
independent hedge fund adviser. 
"But the South Africans are not . 
out of the woods by any means.” 

South Africa's benchmark 
interest rate was increased yes- 
‘ terday by slightly more than half 
a percentage point to 2L12 per 
cent 


’ “The rand weakened in South 
Africa on the news from the cen- 
tral bank. But from outside, with 
inflation of only 5 per cent and 
band yields above 16 per cent, its 
fall looks overdone,” said Tony 
Norfield at ABN-Amro in Lon- 
don. 

“We may be not that far off a 
rand recovery, A lot of the bad 
news has already been priced in,” 
be added. "But an indispensable 
precondition for the currency to 
strengthen is government state- 
mods about economic liberalisa- 
tion.” 

The government is pursuing a 
poficy designed to cut the budget 
deficit but has-been slow to pri- 
vatise state-owned companies 
and attract foreign direct invest- 
ment 

It has also run into trouble 
with its left-wing allies In the 
trade union movement and the 
South African Communist Party 
because of its failure to acceler- 
ate economic growth and reduce 
unemployment 

Two sides of cate, Page 4 
EiRtorfal Comment, Page 17 
Lex, Page IB 
Curacies, Page 33 
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Santer warns 
on EU public 
finances 


Bonn cabinet to back budget 


By Wolfgang Mflnctna 
fc Brands 


The European Commission 
criticised European Union 
member states yesterday for 
failing to make sufficient 
progress in consolidating 
public finances. 

Hie warning, issued at a 
meeting of EU ffnunw minis- 
ters, marked the first poten- 
tial policy confrontation 
after the EU's decision in 
May to start economic and 
monetary union with 11 
countries next year. 

But in a sign of another 
dispute looming on the hori- 
zon. the UK warned that it 
expected difficulties in 
reaching agreement on har- 
monisation of withholding 
taxes on savings accounts. 

Austria, which holds the 
EU's rotating presidency 
until January, put 
the harmonisation of taxes 
at the tqp of its agenda for 
finance ministers 1 meetings 
during the next six months. 
Rudolf Edlinger, Austria’s 
finance minister, said har- 
monisation of withholding 
taxes on savings accounts 
and a simplification of value 
added tax rules were priority 
areas. 

Luxembourg, which was 
previously opposed to stan- 
dard withholding taxes, has 
signalled a readiness to com- 
promise on a minimum with- 
holding tax of 15 per cent 
Helen Liddell, the UK’s 
economic secretary to the 
treasury, said the UK was 
“in principle” prepared to 
act on tax evasion, but 
would not approve of mea- 
sures that might damage the 
UK’s financial markets. 

The UK opposed previous 
attempts to introduce a com- 
mon or minimum withhold- 
ing taxes, for fear that they 
might damage the interests 
of the City of London’s 
financial standing. The UK 
imposes withholding taxes 


on domestic residents, but 
not on non-resident inves- 
tors. 

The Commission’s warn- 
ing on public finances 
reflected growing concern 
that governments might 
cave in to political pressure 
to relax spending targets 
having imposed tough mea- 
sures to qualify for the euro. 
Jacques Santer, president of 
the Commission, told EU 
finance ministers: T can’ 
hide a sense of nervousness 
concerning the development 
of national budgets.” 
Yves-Thibault de Silguy, 
monetary affairs commis- 
sioner, said the warning con- 
stituted a “yellow card" to 
member-states. The Commis- 
sion produced new economic 
statistics, forecasting strung 
economic growth combined 
with projections that deficits 
will remain high. 

According to the Commis- 
sion, the 21 euro-zone coun- 
tries reduced their structural 
budget deficits from about 
&5 per cent in 1891 to about 
2 per cent last year. But it 
projected that the structural 
deflate would remain near 
this level in 1998 and 1999. 

Economic growth In the 
eurozone Is set to rise from 
2.5 per cent in 1997 to 3.0 per 
cent this year and 3£ per 
cent in 1999, according to the 
Commission. Mr de Silguy 
said countries should take 
the opportunity of strong 
economic growth to move 
towards balanced budgets 
during the cyclical upturn. 

The European Central 
Bank has also expressed con- 
cern about fiscal policy in 
member-states. Otmar Iss- 
ing, the ECB’s chief econo- 
mist, said last weekend that 
high levels of unemployment 
and an “inappropriate” fiscal 
policy in member-states con- 
stituted the biggest threats 


to the success of Emu. 
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By Peter Romm in Bonn 

The German cabinet will 
tomorrow approve a 1999 fed- 
final budget that proposes a 
minimal increase in spend- 
ing and a slight decline in 
next year's federal net bor- 
rowing to DM56.2bn 
($3l.5bn) from DM56.4bn 
planned for this year. 

Government sources said 
Theo Waigel, finance minis- 
ter, had already obtained the 
support of fellow ministers 
for plans that would hfi fed- 
eral spending in 1999 by only 
0.4 per cent to DM465.3bn 
from DM463.4bn envisaged 
for this year. 

The budget cannot clear 
parliament and become law 


before Germany’s general 
election on September 27. 
But it is intended to signal 
that Chancellor Helmut 
Kohl's ruling coalition 
expects to return to power 
and will continue prudent 
financial policies designed to 
reduce both the public defi- 
cit and taxes. 

The cabinet will also 
approve a medium-term 

ffnannial plftn that projects a 

drop in Germany's public 
deficit, as defined by the 
European Union's Maas- 
tricht treaty for economic 
and monetary nr| ^, to (L5 
per cent of gross domestic 
product in 2002. 

The deficit, which last 
year was 2.7 per cent of GDP 


and so just below the trea- 
ty’s 3 per cent upper limit, is 
projected to fall to 2 per cent 
next year from a forecast 2£ 
per cent this year. 

Germany’s public debt, 
which last year amounted to 
6L3 per cent of GDP and so 
slightly exceeded the Maas- 
tricht Uniit of 60 per cent, Is 
projected to drop to 60.73 per 
cent , next year from €1 per 
cent in 1998. 

The medium-term plan 
envisages that Germany’s 
debt ratio would meet the 
Maastricht criteria in 2001, 
when it should be 59.5 per 
rwnt of GDP, facing to 5823 
per cent the following year. 

Next year’s budget plan- 
ning has been helped by 


expectations of an 8 per cent 
Increase In federal tax reve- 
nues to DM364 -Sbn. How- 
ever, privatisation proceeds 
would fair sharply to about 
DM5bn from this year's 
exceptional DM28.7bn. 

Next year's privatisation 
revenues would include 
DM2. film from the sale of 
Deutsche Telekom shares 
and the proceeds of the sale 
of federal stakes in German 
airports. Deutsche Postbank, 
the postal savings bank, is 
not included in the 1999 list 
of disposals. 

Mr Waigel would also gain 
DM7.5bn by deferring pay- 
ments to “the redemption 
fond for historic burdens" - 
a fund that pays off old east- 



Ctaneeior Kohl hop*« to stay in power after September** po8 


on German liabilities. 

Next year's slight growth 
in federal spending would 
not prevent an increase of 


Yeltsin faces tough struggle 
to rebuild his credibility 

John Thornhill reviews the weaknesses and strengths of 
Russia’s president as he thinks about elections in 2000 

n 


he coalminers from Vor- 
kuta who have picketed 
the Russian govern- 
ment’s headquarters in 
Moscow’s White House this 
week have braved a heat- 
wave and a minor hurricane 
to deliver a blunt message to 
President Boris Yeltsin. 

“Boris - We Raised You 
Up. We Will Remove You," 
their banners pro claim 
As they thump their hel- 
mets on the ground to 
demand their back pay in a 
noisy drumbeat of despair, 
the coalminers, who were 
once counted among Mr 
Yeltsin's most loyal cohorts 
and backed him In the presi- 
dential elections of 1996, say 
Russia's economic problems 
are at root political. 

A growing number of 
observers share their opin- 
ion. “One of the problems Is 
that Yeltsin himself is no 
longer a credible leader in 
these circumstances." says 
one western diplomat 
“This is not 1991. There is 
no tank to stand on. There is 
no groundswell of political 
support that Yeltsin can 


ride. And building the neces- 
sary consensus among busi- 
ness leaders and regional 
governors to solve this crisis 
is not his strength or stylo." 

Two years into his four- 
year term, Mr Yeltsin faces 
an immense challenge in try- 
ing to rebuild his political 
credibility and launch 
another round of reforms in 
a country grown wary of his 
rhetoric and intentions. This 
year’s slump in international 
oil prices and the collapse of 
Russian financial markets 
have immeasurably compli- 
cated the task. 

Opinion polls suggest Mr 
Yeltsin's popularity ratings 
are at their lowest ever. Crit- 
ics in parliament are baying 
for his impeachment and 
frustrating parts of his gov- 
ernment’s anti-crisis pro- 
gramme. 

Pr omin ent regional lead- 
ers, such as Alexander 
Lebed, the newly elected 
governor of Krasnoyarsk, 
are making much mileage 
out of blaming all their ills 
on the Kremlin. 

Even some in Mr Yeltsin’s 


closest entourage appear to 
be losing faith and falling 
away. Last week Mr Yeltsin 
sacked Sergei Shakral one 
of his longest-serving advis- 
ers. 

Mr Shakral said he had 
been dismissed because he 
told Mr Yeltsin he should 
not contest a third presiden- 
tial term in 2000 and should 
Instead back Yuri Luzhkov, 
Moscow’s popuUst mayor. 

Tbe small group of busi- 
ness leaders who dominate 
the media and helped engi- 
neer Mr Yeltsin's remark- 
able election victory in 1996 
has also grown critical of the 
president and his govern- 
ment On the face of it big 
business has been publicly 
supportive during the latest 
financial crisis, with 10 of 
the most powerful bankers 
and industrialists forming a 
Council of Economic 
Co-operation to advise Mr 
Yeltsin. But sane commen- 
tators suggest this “shadow 
cabinet" has been more of a 
hindrance than a help by 
seeking to exploit the gov- 
ernment’s weakness to 


champion its own vested 
interests. 

Boris Berezovsky, influen- 
tial powerbroker and media 
magnate, appears to be 
in dulg in g in his own unfath- 
omable political game. His 
newspapers criticise the gov- 
ernment for its incompe- 
tence and make life no easier 
by pressing for a devaluation 
of the rouble. 

Sergei Markov, director of 
the Institute for Political 
Research, an independent 
think -tank, says: “The ‘party 
of power* which supported 
Yeltsin’s election campaign 
alm ost does not exist any 
more. The KnwmUw an d the 
government are no longer a 
unified, consolidated entity. 

“The political situation 
will became more and more 
chaotic as the struggle over 
which candidates will stand 
in 2000 becomes more 
aggres sive and contentious." 


Bi 


ut Mr Yeltsin and his 
government have 
shown they can fight 
back. Mr Yeltsin has recov- 
ered enough physical 
strength to tour the prov- 
inces again and showed on a 
recent trip to Kostroma that 
he has not lost his kna ck for 
talking to ordinary people. 

Uncharacteristically, he 
has also shown consistent 
support for Sergei Kirlyenko, 
his youthful prime minis ter, 
who has impressed all with 
bis earnestness and energy. 


Inexperienced though it 
may be, Mr Klriyenko’s gov- 
ernment has demonstrated it 
is prepared to tackle some of 
Russia’s powerful business 
interests head-on to farther 
the cause of reform. Last 
week, the government 
threatened to freeze the 
assets of Gazprom, the giant 
gas monopoly, until it 
agreed to raise its monthly 
tax payments to Rbs4bn 
(3642m). In a television Inter- 
view on Sunday night. Mr 
Kirlyenko charged that Gaz- 
prom had mounted a “direct 
challenge" to the govern- 
ment by threatening not to 
pay its tax bill at alL 
Mr Markov says the 
assa ult on Gazprom could be 
part of a broader campaign 
to tame the influence of Rus- 
sia's “oligarchs" and reas- 
sert the state’s power. “My 
opinion is that Yeltsin will 
hit the oligarchs. They have 
begun a media war against 
him and he will have to 
react to restore his influence 
in the country.” In so doing, 
Mr Yeltsin may have stum- 
bled upon a political crusade 
to sustain him for the rest of 
his presidency and. maybe, 
help restore some erf his lost 
popularity. 

Yet in attacking the finan- 
cial interests which helped 
return him to power in 1996, 
Mr Yeltsin would surely 
have to abandon any linger- 
ing hopes of seeking a fresh 
presidential tom in 2000. 


DM600m to DM19.8bn to 
spending on transport and a Cjf 
DM50Om rise to DMl5.4bn on 
education and research. 


UK and 
Spain 
end Nato 
dispute 

By David White ta Madrid 


Britain and Spain have 
reached an agreement to pre- i 
vent their dispute ova: Gib- * 


f 

t 




Rattan pottca at a news conference yester da y guarding Van Gogh's The Gardener (Ml) and 
L’Ariestenne fright) and Cezanne's La Cabanon de Jourdan (centr e) 

Stolen paintings found 


Our S0CC8T baits meet the specifications of FIFA and other international bodies, 
no wonder we are suppliers to the World Cup 1998. We do not just make high quafity soccer balls, 
we offer the world a wide variety of products ad proudly Hade bi Pakistan.” 

Pakistan is also a reliable supplier of 

= Sea Food * Pharmaceutical Products 


Italian police yesterday 
announced that they had 
recovered three priceless 
paintings - two by Vincent 
Van Gogh and one by Paul 
Cezanne - stolen In May 
from a Rome art gallery by 
masked gunmen, writes 
James Blitz in Rome. 

After 4S days duriig? which 
the disappearance of the 
paintings raised doubts 
about the security facilities 
at leading Italian museums, 
the police said the paintings 
- The Gardener and L'Arle- 
sierme by Van Gogh and 
Cezanne's Le Cabanon de 


Jourdan - had been found 
undamaged in private flats 
in Rome and Turin. 

First Indications from the 
Italian police were that the 
robbery had been carried out 
by a well organised gang 
with links to the National 
Gallery of Modem Art in 
Rome’s Villa Borghese 
where the paintings were 
housed. Eight people - 
Including two women - have 
been arrested. 

General Roberto Confbrti, 
who heads the branch of the 
police responsible for guard- 
ing items of artistic heritage. 


said the 160 staff of the gal- 
lery had been carefully 
screened. Police noted that 
“some of them consorted 
with people with a record of 
theft, although not of the 
kind related to art dealing”. 

The general said that, 
through one of the employ- 
ees, police were able to track 
down members of an inter- 
national crime ring alleged 
to have carried out the 
theft 

Walter Veltroni, culture 
minister, said it appeared 
the works were about to be 
sold to a private collector. 
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France seeks to curb 
cost of health care 


raltar blocking plans for the 
modernisation of Nato. 

The two countries have 
been trying to defuse a quar- 
rel that erupted a year ago 
over Spanish restrictions on 
air and naval movements 
involving the British cnlmy 
on the southern tip of its ter- 
ritory. 

Both sides were reluctant 
to comment on the settle- 
ment. But British officials 
said: “Satisfactory arrange- 
ments are being put in 
place." 

The deal is understood to 
centre on Spain's agreement 
to let Gibraltar be used as a 
communications centr e dur- 
ing Nato exercises- 
However, Spain is .main- 
taining the ban on military 
aircraft using its airspace 
when frying to azid from Gib- 
raltar, and the ban on war- 
ships sailing directly 
between the colony and 
Spanish pots. 

These restrictions are 
linked to Spain's dispute 
with Britain over Gibraltar 
and Spain's claim to the isth- 
mus where the British colo- 
ny’s RAF-run airport is 
located. 

Britain initially threatened 
to block plans for a rede- 
signed Nato military organi- 
sation that would have 
Involved Spain as a full par- 
ticipant for the first time 
unless the restrictions were 
lifted. 

It withdrew its veto last 
December after Spain per- 
suaded the US and other 
allies that it was not worth 
bolding up Nato's moderni- 
sation because of the Gibral- 
Bsuters I tar dispute. 

But final British approval . 
of Nato's revamped struc- i 
ture was conditional on a 
deal being reached with 
Spain within a year. 

Under the Nato plans, a 
new “sub-regional" com- 
mand Is to be set up near 
Madrid, while the Gibraltar- 
based GibMed facility is 
among lower-level com- 
mands to lose their Nato sta- 
tus. 

Spain, which had refused 
to take part in exercises 
involving Gibraltar, is 
understood to have agreed to 
let Nato use “vital assets" 
without hindrance, but to 
have drawn the line at other 
concessions that might 
weaken its stance on the 
Gibraltar Issue. 

Although the Spanish posi- 
tion falls Well Short Of initial 
British demands, the UK 
appears to regard it as suffi- 
. elent to defuse the Nato 
■ argument 
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France is to launch a 
campaign to cut drag pre- 
scriptions in an effort to 
curb a growing deficit in the 
national health insurance 
scheme. 

This is an essential part of 
a package of measures, 
intended to save FFz2.5bn 
(¥410m) by the end of the 
month, that was unveiled 
yesterday by Martine Anbiy. 
the employment and social 
affair s minister. 

The burden le expected to 
fall on pharmaceutical com- 
panies and laboratories. 
They will be either asked to 
reduce the price of their 
products or be obliged to 
make a special one-off con- 
tribution. to the health insur- 
ance scheme. 

The conservative govern- 
ment of Alan Juppe of 
1995-97 also resorted to a 
one-off contribution from the 


pharmaceutical industry in 
1996 to prop up the soda! 
security accounts. 

However, the present 
Socialist-led -government 
appeared determined to use 
this year's sharp overrun In 
medical prescription costs to 
crack down on the cosy rela- 
tionship between doctors 
and pharmaceutical compa- 
nies that permitted excessive 
drug prescription. 

More emphasis trill also be 
placed on the use of generic 
products. This is expected to 
squeeze small laboratories In 
what remained the most 
fragmented pharmaceutical 
industry in Europe, with 
same 318 operators. 

In the longer run,- yester- 
day’s move is likely to lead 
to a closer look at prescrip- 
tion charges and the degree 
to which the state is willing 
to make reimbursements. At 
the same time doctors' fees 
are expected to be rational- 


ised under a convention that 
could be controversial with 
the medical profession. 

At present there is little 
accountability both in the 
Prescription process and in 
patient reimbursement 
claims made to the national 
health insurance scheme. 

As a result prescription 
costs have risen in the first 
half of the year by 9 per cent 
above the budget target. 
Overall health spending in 
the first four months, exclu- 
ding that of hospitals, has 
overshot by 6^ per cent. 

Another area singled out 
yesterday for cuts was radi- 
ology. whose costs are run- 
ning almost 10 per cent over 
budget Here the govern- 
ment planned to prune 
FFrSOOm. The measures 
were announced as Lionel 
Jospin, prime minister, pre- 
pared to inform ministries 
this week of their budget 
Spending briefs for 1999. 
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EUROPE 


LABOUR COSTS UNIONS WARNED OF PERILS OF SEEKING PARITY ACROSS THE EURO-ZONE 


Productivity study 
shows dangers of 
euro wage claims 


Lstaw productivity and labour costs to the era-zone, 1997 



Living with 
the euro 


By Pete Norman tai Bom 


There is going to be no 
escaping the concept of 
subsidiarity in Europe over 
the next 12 months. 

But the idea that decisions 
should be taken as close to 
the citizen as possible Has so 
far been linked mainly to 
efforts to reform the 
institutions of the European 
Union rather than economic 
and social policy. 

This state of affairs may 
now change thanks to some 
pioneering work on labour 
productivity in the 11-nation 
euro-zone from Horst 
Siebert, bead of the Kiel 
Institute of World 
Economics and one of five 
economics professors on the 
German government’s 
council of economic 
advisers. 

In a newly published “Kiel 
working paper". Prof Siebert 
has produced what he claims 
are the first comparable 
figures on labour 
productivity among the 11 
founders of Europe’s 
economic and monetary 
union, using the bilateral 
central rates agreed in May. 

The figures, summarised 
in the table (above), lead 
him to conclude that 
wage-setting and social 
security systems cannot be 


Europeanised. They will 
have to stay anchored in 
their present national 
structures for the 
foreseeable future. 

Anyone who has dipped 
into the EU*s Maastricht and 
Amsterdam treaties might 
be tempted to say: “So 
what?" Maastricht, while 
centralising monetary 
policy, recognised that other 
aspects of economic 
management remained the 
responsibility of euro-zone 
members. The Amsterdam 
treaty made a similar point 
about social policy. 

But the euro is proving a 
powerful force for further 

Wage-setting and 
social security 
systems will have 
to stay anchored 
in their national 
structures 


integration well before it is 
launched officially next 
January. 

According to Oskar 
Lafontaine, the leader of 
Germany’s opposition Soda] 
Democratic party, "trade 
unions have already 
recognised that they can’t 
operate nationally and are 
beginning to develop 
activities across borders". 


NEWS DIGEST 

EASTERN EUROPE ECONOMY 


Doubts on Russia cloud 
optimistic survey 

A generally optimistic picture of short-term economic 
prospects for eastern Europe is painted by the latest eco- 
nomic survey from the United Nations Economic Commission 
for Europe, published today. But the ECE warns that the 
region remains vulnerable to financial instability and a flagging 
economic revival in Russia. 

Though Russia appears to have weathered the assault on 
the rouble in May. its resources are not enough to allow it to 
survive a full-scale onslaught, the survey says. While support 
for the currency from irrtemationa] financial Institutions may be 
needed as a “technical" measure, long-term stability depends 
on a credible reform programme, it says. 

The survey warns that Russia is now dangerously exposed 
to volatile short-term capital flows from abroad to finance its 
budget deficit. With “the persistent flight of [domestic] capital 
abroad - , foreign inflows have reached “alarming proportions". 

The slight pick-up in Russian economic activity noted last 
year appears to have petered out In 1998. 

Public and private sector wage arrears, which had been 
reduced at the end of 1997, soared again to record levels in 
the spring. Frances Williams, Geneva 

MOSCOW SUMMIT 


Si Clinton to meet Yeltsin 


President Bill Clinton will pay an official visit to Russia at the 
beginning of September, the Kremlin said last night The 
White House in Washington confirmed the announcement but 
neither side gave any details or a date. 

Mr Clinton and President Boris Yeltsin have both said they 
would like to hold a summit this year but the Russian parlia- 
ment's failure to ratify the Start-2 disarmament treaty is over- 
shadowing their relations. 

The US Senate has ratified the 1993 treaty, which would 
cut each side’s nuclear warheads from about 6,000 each to 
no more than 3.500 each. The Kremlin has been lobbying for 
the treaty but the Communist -dominated tower house of par- 
liament, has reswsteci. Reuters, Moscow 


KOSOVO FIGHTING 

Diplomats start patrols 

Diplomatic patrols started to head out into the hinterland of 
Kosovo yesterday In a reinforcement of the International pres- 
ence in the Serbian province designed to encourage both 
Serbs and ethnic Albanians to move towards a ceasefire. 

So far, the only foreign officials circulating fn Kosovo have 
been a handful of miHtory attaches from western embassies in 
Belgrade, plus a small European Union monitoring mission. 
Now the US, Russia and western European members of the 
Balkan Contact Group, plus a few smaller European countries, 
are to provide about 100 observers in the province. 

President Slobodan Milosevic of Yugoslavia agreed last 
month to allow increased diplomatic patrols In Kosovo. But 
implementation of his promise came only after toe latest 
mediating mission by Richard Holbrooke, the US envoy. 

David Buchan, London 


ROMANIAN SECRET POLICE 

Top leaders ‘cleared’ 

Top Romanian decision-makers. Including President Emil 
Con st 30 tines cu and the entire coalition cabinet, were cleared 
yesterday of having had Jinks with the communist -ere Securl- 
tate secret police. 

A statement issued by Mr Constant mescu after a week-long 
investigation said 10 members of the Supreme Defence Coun- 
cil were shown to have had no connection with the Securi- 
tate. which controlled virtually all facets of daily life. 

-Data presented by Romanian [security services], toe 
riotence ministry and the Interior ministry show that none of 
?,S mVnZi « me Supreme Defence Council had Snta 
the former Securifate as agents or o^iaborarors rt sato 

A crowing scandal has engulfed Romaroan potties In the 
oast weeks with press allegations that senior officials had 
Lortced with toe Secuntate. The health minister and a top par- 
lamentanan were dismissed after admitting they had worked 
vrth toe agency, reputed to have enlteted one ^four Roma- 
ns in itsteyday in the 1980s. Reutere. Bucharest 


Such initiatives, together 
with the enhanced 
transparency of prices and 
costs that the euro will 
bring, could easily 
encourage calls "for the 
same wage for the same type 
□f work". Prof Siebert Tears. 

This would be a grave 
error because of the 
divergent productivity levels 
in the euro-zone. A 
Europeanisation of wage 
formation would he sure to 
increase unemployment 
where it caused growth of 
costs to . run ahead of 
productivity. 

The table, which takes 
western Germany as 100, 
shows how much the 
productivity and labour 
costs of Emu member states 
differ. 

In the case of productivity, 
measured as nominal 
economic output per 
employed person, four 
territories (including 
Germany as a whole) come 
within 10 percentage points 
of the western German level. 

Three countries are 
between 81 and 86 per cent 
and another three (includin g 
eastern Germany) between 
60 and 70 per cent Portugal 
is at 345 per cent 

Prof Siebert calculates UK 
labour productivity, which 
he includes for comparative 
reasons, at 71.7 per cent of 
the western German level. 
The middle column shows 
how labour costs, as gross 
income Grom employment 
per head, also vary. 


ProductMfy 1 (%) 

Goss'!*) 

Jobless ratsHft) 

Austria 

*59 

335 

44 

Belgium 

97.fi 

1075 

62 

fund 

«4 

S35 

145 

Franca 

955 

955 

124 

Germany-. 

324 

335 

97 

MSI 

1001 

1005 

A3 

• i eaa ■ 

HU 

744 

167 

Ireland * 

6925 

715 

102 

m -- 

au 

7S5 

12.1 

ffeftertsnds. 

864 

044 

62 

Pormgal 

345 

374 

65 

Spain • 

625 

865 

205 

. ue . . . 

.71.7 

885 

7.1 


-Utog kM coM otokvsMc 
’ 'Natural GDP P«f mm eapkysd as % ra owns flnwe 
SMC— wBbi— rmlu)i ■■*«! II rtrni Twill •■) 
1 aawwfent OBS rasa w» Nri MMc c 


Scuta: JWMUrrfNbtt&amn 

The data has to be treated 
with some caution. Prof 
Siebert says. The figures are 
a snapshot of just one year 
(1997). They take no account 
of varying unemployment 
rates (in column three). 

Divergence in 
productivities 
makes it clear 
that costs of 
social security 
must be different 


which makp comparisons of 
underlying productivity and 
cost trends difficult 
Data collection methods 
differ between countries. 
Italy's productivity figure 
could be swollen by the 
inclusion of an estimate of 
the black or informal 
economy in its GDP figures. 
The Netherlands, with its 
substantial part-time 


working, could understate 
productivity. 

Caveats notwithstanding. 
Prof Siebert says the 
different productivity levels 
highlight the need for 
decentralised wage-setting, 
which should happen at the 
regional and company level 
rather than nationally or 
sectorally. 

His findings also have 
important implications for 
social policies, which in 
Europe are financed through 
levies on employment and 
are therefore ultimately 
determined by productivity. 

"The divergence in labour 
productivities makes clear 
that the costs of social 
security systems in the 
different countries also must 
be different," he says. "This 
means social security benefit 
cannot be harmonised." 

As long as productivity 
varies widely among euro 
countries, the idea of a social 
union to accompany 
monetary union most 
remain a pipe-dream. 


Concern at slowdown 
in second quarter 



ECB watch 


By Wolfgang Munchau 
In Frankfort 


The European Central 
Bank’s governing council 
will hold its second meeting 
today to discuss minimum 
reserve requirements and 
statistics and the state of the 
European economy. 

The greatest uncertainty 
at present concerns the 
immediate economic outlook 
in the euro-zone. After 
robust 3.2 per cent ann ual 
growth during the first quar- 
ter. the economy appears to 
have slowed down in the sec- 
ond quarter to about IL5 per 
cent, according to analysts. 

In response, economists 
have cut their forecasts for 
the level of short-term inter- 
est rates at which Emu will 
start in January. The con- 
sensus forecast gradually 
moved downwards from 4.5 
to 5 per cent last year to 4 
per cent in January and now 
35 per cent This is almost 


as low as the prevailing 
rates in Germany and 
France - 3.3 per cent. 

The second-quarter slow- 
down is underpinned by 
weak industrial production 
in the core Emu countries, 
notably Germany and 
France. One possible expla- 
nation is the sudden relax- 
ation of fiscal policy. linked 
to new job programmes in 
Germany and Franco, after 
years of austerity. 

Another is the strong 
increase in inventory accu- 
mulation. which suggests 
that the recovery may have 
been a bubble of expecta- 
tions. It may have been 
based on traders' optimistic 
assessment of future sales 
rather than current perfor- 
mance. 

Domestic consumption in 
the euro-zone was relatively 
strong during the first quar- 
ter. Whether it is sustainable 
will depend largely on 
growth in real incomes - 
wage growth minus the rate 
of future price increases. 
Real income growth has so 
far been driven mainly by 
extremely low levels of infla- 
tion. 


With nominal wages and 
Inflation now virtually sta- 
ble. future income and con- 
sumption growth will 
depend crucially on rising 
levels or employment, which 
in turn will depend on eco- 
nomic growth- Once the vir- 
tuous cycle of expectations 
is broken, the recovery could 
stop dead. 

One further uncertainty is 
Germany's September elec- 
tion. A Social Democrat- 
Green victory could affect 
domestic investment in the 
short run. as investors may 
decide to wait for the new 
government s budget. That 
would point towards a 
fourth-quarter slowdown in 
the euro-zone's largest econ- 
omy. 

Combined with the Impact 
of Asia's crises, the euro- 
zone's uncertainties are suf- 
ficient reason for European 
central banks to adopt a 
wait-and-see approach for 
the tune being. The ECB's 
governors - the six execu- 
tive directors and 11 
national bank governors - 
are therefore likely to focus 
on internal affairs in the 
immediate future. 


Economic ind ic ator s for euro-Ti countries 


Martin Wolf, Page 16 
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Norway 

raises 

interest 

rates 

again 

By Tim Bart in Stockholm 

Norges Bank, the central 
bank of Norway, yesterday 
increased interest rates for 
the fourth time this year in 
an attempt to prop up the 
krone amid growing signs of 
overheating in Norway’s oil- 
fuelled economy. 

The bank, which last 
month criticised the Norwe- 
gian government's handling 
of the economy, raised 
deposit and overnight lend- 
ing rates by 0.5 percen t age 
points to 5 per cent and 7 per 
cent respectively. 

The rise, which comes 
only a week after the previ- 
ous increase, follows a 
marked decline in the value 
of the krone. 

So far this year, the cur- 
rency has fallen 15 per cent 
against the Ecu index and 
3.4 per cent against the 
D-Mark. 

Yesterday. Norway’s cen- 
tral hank underlined its dis- 
illusion with the economic 
policy of the minority coali- 
tion government by calling 
for wage moderation and a 
tightening of fiscal policy. 

The government’s revised 
budget - which was stalled 
in the Norwegian par l iamen t 
for several weeks - involves 
a fiscal tightening of just 
0.25 per cent some l percent- 
age point below what many 
economists had demanded. 

Jarle Bergo, deputy gover- 
nor at Norges Bank, said: 
"We have argued for some 
time that the fiscal stance 
should have been tighter and 
that wage agreements seem 
expansionary." 

This year, average wages 
in Norway are forecast to 
grow by B per cent, with 
inflation reaching 2.5 per 
cent Moreover, oil price vol- 
atility is expected to reduce 
the current account surplus 
to NKr21bn (S2-7bn) for 1998. 

Mr Bergo reiterated that 
the central bank should be 
allowed to use monetary pol- 
icy to help damp inflationary 
pressures. At present it is 
restricted to using interest 
rates only to maintain cur- 
rency stability. 

“Wage growth in Norway 
is far above our main trad- 
ing partners as a result of a 
lax fiscal policy." said Rone 
Wangs mo, a senior econo- 
mist at Christiania Bank- 

Uncertainty over the Nor- 
wegian economy and felling 
oil prices have undermined 
the performance of Oslo’s 
all-share index. 

It has risen just 1.9 per 
cent in the first half of this 
year, compered with a rise of 
25 per cent in the Stockholm 
market and 53 per cent in 
Helsinki, 
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RESERVE bank even gloomiest business leaders see positive side as pro-union anc activist is named trainee governor^ 

Two sides of coin to S Africa bank appointment 


By Victor MaHet 
in Johannesburg 

Foreign exchange markets 
reacted with predictable 
ferocity yesterday to the 
weekend announce me at in 
South Africa that Tito 
Mboweni. the leftwing 
labour minister, would be 
the next governor of the 
Reserve Bank, the country's 
central bank. 

At, soon as trading began, 
the rand fell more than 6 per 
cent to a new low of R6.75 
against the dollar, before 
recovering later In the 
day. 

To South Africa's white- 
dominated business and 
banking community, the 
risks of appointing the 39- 
year-old Mr Mboweni to 
replace Chris Stals - a stolid 
technocrat committed to the 
fight against inflation - 
when he retires in August 
next year are all too clear. 

in 1996. business leaders 
were equally appalled by the 
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appointment of the inexperi- 
enced Trevor Manuel - who 
had been a Cist-shaking revo- 
lutionary in the Cape Flats 
in the 3930s - as finance 
minister. After a shaky start, 
Mr Manuel won their grudg- 
ing respect, but that does 
not seem to have made it 
any easier for the future 
Reserve Bank governor. 

Mr Mboweni. his critics 


say. is a political appointee 
from the ruling African 
National Congress who has 
distinguished himself in the 
labour portfolio by crafting 
laws pleasing to the trade 
unions but inimical to 
employers and to job-cre- 
ation. 

He is not committed to the 
government’s conservative 
economic policies, the argu- 


ment goes, and wifi therefore 
yield to popular demands for 
a looser monetary policy. 
Nor does he have any experi- 
ence in banking, as he him- 
self admits. 

At first sight the appoint- 
ment appears in breach of 
the Reserve Bank Act of 
1989, which states that “the 
governor shall be a person of 
tested banking experience". 


To make up for this short- 
coming Mr Mboweni will 
spend the next year as Mr 
Stals's understudy as well as 
being seconded to the Inter- 
national Monetary Fund, the 
Bank for International Set- 
tlements and various central 
banks around the world. 

But even the gloomiest 
South African business lead- 
ers and economists admitted 
yesterday that there was a 
positive side to the 
announcement on Saturday 
by Thabo Mbekt the deputy 
president. 

For one thing, there is 
unlikely to be an; more 
rumour-mongering about the 
possibility of Mr State being 
fired. Such rumours have 
helped drive the rand down 
more than 30 per cent since 
the speculative attack on the 
currency began in May. but 
Mr Mbekj has emphasised 
that Mr State will stay on 
until his term expires on 
August 7 1999. 

On the government's 


orders, a judge is due to 
report next month on his 
investigations into a Ri-5bn 
bailout in the 1990s of a now 
defunct commercial bank by 
the Reserve Bank, which 
was even then under Mr 
State’s stewardship. There 
has been speculation that 
thi n was an unwarranted 
rescue or an “apartheid-era’* 
Institution and that Mr State 
will be criticised in the 
judge’s report, but even if 
that turns out to be true the 
government will want to 
keep him in office until Mr 

Mboweni takes over. 

The advantage of having a 
black ANC activist at the 
helm (although he will be 
resigning his ANC positions 
in a nod to the Reserve 
R ank ’s independence) is that 
it will be impossible for the 
government’s leftwing critics 
to carry on complaining that 
the economy is being stifled 
by Afrikaner monetarists 
nostalgic about the days of 
apartheid. 


-Now it’ll be politically 
very different attacking the 
Reserve Bank." Dave 
Mohrs, economist at Citadel 
Investment Services, yester- 
day. “There will be no more 
attacks on white. Afrikaner 
males at the Bank as though 
the institution is at fault. 
That’s a good thing-" 

For Mr Mbeki. who 
expects to take over from Mr , 
Mandela as president after a 1 
general election next year, | 
there may be an additional 
political benefit from the 
new appointment. 

Mr Mboweni w as seen as 
one of the popular rising 
stars in the ANC and an 
aspirant for the presidency. 
But a five-year stint at the 
central hank grappling with 
low economic growth, a sink- 
ing currency and high inter- 
est rates is hardly an ideal 
political platform from 
which to mount a leadership 
challenge. 


Turkey 
to boost 
ties with 
Israel 

By Judy Dempsey hi Jennsatefb 
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Kazakhstan free to drill huge Caspian 
oilfield after signing pact with Russia 


By Charles Clover 
In Moscow and 
Ca Malta Gan in Baku 


President Boris Yeltsin of 
Russia and Nursultan Nazar- 
bayev. Iiis Kazakhstan coun- 
terpart. yesterday signed an 
agreement on dividing (he 
northern portion of the Cas- 
pian sea bed. paving the way 
For drilling the potentially 
vast oil structures in Kaz- 
akhstan's section from Octo- 
ber. 

Yesterday marked the first 
time Russia has legally 
recognised Kazakhstan's 
claim to its offshore oil 
resources, and was the first 
such bilateral agreement 
between any states border- 
ing the Caspian. 

Previously Russia had 
backed the view, shared by 
Iran, that the Caspian Sea 
was in feet a lake, rather 
than a sea, and that its 
resources had to be shared 
among all littoral states. 

But while yesterday’s 


agreement unlocks Kazakh- 
stan's claim to its territorial 
sea bed and the oil under- 
neath. it does contain one 
concession by the Kazakhs. 
Only the sea bed is 
addressed in the agreement, 
which specifically states that 
other issues such as pipe- 
lines and telephone cables 
will have to be governed by 
subsequent agreements. 

“Some informed Kazakh 
parties are uncomfortable 
about an agreement that 
only covers the sea bed and 
not the sea itself. They fear 
that there may be some trick 
up the sleeves of our friends 
to the north," said a western 
oil company executive in 
Aimaty. Kazakhstan. 

By opening up infrastruc- 
ture questions to further 
negotiations, for example, 
the agreement gives Russia 
a chance to object to the 
Trans-Caspian pipeline, a 
project which would pump 
Kazakh oil to Azerbaijan via 
an undersea pipeline, which 


would then link up to an 
overland pipeline to the 
Turkish coast This project 
is being promoted by the US 
as one of the principal routes 
for exporting Caspian oiL 
The US is concerned to 
help Kazakhstan diversify 
its oil export routes in order 
to lessen its dependence on 
Russia, while Russia would 
like to continue its monop- 
oly grip on the region's 
hydrocarbons. Virtually all 
of Kazakhstan's oil is cur- 
rently exported via Russia. 

One Kazakh official said 
Mr Nazarbayev had in effect 
“traded" recognition of Kaz- 
akhstan's offshore mineral 
rights for a Russia veto over 
the pipeline. 

Yuri Mirzlyakov, the head 
of the working group on Cas- 
pian issues at Russia's for- 
eign ministry, said the Cas- 
pian Sea was earthquake 
prone, and this might repre- 
sent an obstacle to a further 
agreement on infrastructure 
in the Caspian , such as an 


undersea pipeline. 

"We thought of completing 
just such an undersea pipe- 
line in the 1980s. and con- 
cluded that it was infeasible 
on environmental grounds." 
he said. “[Yesterday's agree- 
ment] neither prohibits or 
allows this project. . . We 
consider such a pipeline to 
be very dangerous.” 

Iran, likewise, has objected 
to undersea pipelines on 
environmental grounds. 

Resolution of the sea bed 
issue allows a consortium of 
six international companies 
which signed a production 
sharing agreement with Kaz- 
akhstan last November, to 
drill their first well In a 
potentially huge oil deposit 
in Kazakhstan's section of 
the Caspian Sea. called the 
Kashagan formation. 

“The contractor group has 
always been concerned 
about the legality issues sur- 
rounding the concession, 
and this agreement is good 
news from that point of 


view." said a western oil 
executive in Almaty. Kaz- 
akhstan. 

These companies are 
Italy’s Agip: an alliance of 
British Petroleum and Nor- 
way's Statoil; British Gas; 
Mobil of the US; and 
France’s Total, along with 
Kazakhs tancaspishelf. a 
state-owned Kazakh oil com- 
pany. 

Some estimates put the 
amount of oil in this deposit, 
and others nearby, at tens of 
billions of barrels, which 
would make Kazakhstan a 
world class oil producer. 

The well Is to be drilled in 
October, hut results are 
expected only in spring 1999. 

Yesterday's agreement - 
the first attempt by any of 
the littoral states to define 
the legal status of the Cas- 
pian Sea since the break-up 
of the Soviet Union - may 
serve as a blueprint for 
future agreements. It will be 
closely examined by the 
other Caspian states. 
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Ismail Cem, Turkey's foreign 
minister, yesterday !! arrived 
) in Israel for a four day visit 
r aimed at boosting trade and 
t improving political relations. 
, Trade between the two coun- 
I tries is worth S60Qm a year. 

’ The visit comes in the 
wake of growing military 
'• and security ties, with Israel 
> upgrading two squadrons of 
i Turkey’s F-i fighter aircraft 
and Turkey allowing Israeli 
1 jet pilots to practise over its 
territory. Both countries are 
involved in military exer- 
cises. 

The ties have made Tur- 
key Israel's closest non-Arab 
Islamic ally. 

An Israeli government offi- 
cial said political ties were 
“lagging" behind military 
ones since much attention in 
recent years had focused on 
sharing experience in secu- 
rity, intelligence and the mil- 
itary. 

He said Israel was aware 
of Turkey's growing Islamic 
movement which had consid- 
erable reservations about 
the Israel/Turkish rap- 
prochement 

“It has not become an 
issue," he added. 

However, in Israel than is 
some concern that the rela- 
tionship paid scant attention 
to human rights and what 
role Israeli military technol- 
ogy or arms exports play in 
suppressing the Kurds. 

The close relationship - 
started in the 1950s and 
intensified during the early 
1990s - has been criticised 
by Turkey's neighbours, 
including Syria and Greece. 
They think the “strategic 
partnership" between the 
two countries is aimed at a 
third party, which Israel and 
Turkey has denied. 

In addition, the Palestin- 
ians, who have bad close 
relations with Ankara over 
the years, have started seek- 
ing support from the Turk- 
ish foreign minister to 
oppose Israel's plans to 
extend the boundaries of 
Jerusalem. 
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NATIONWIDE IMPACT PESSIMISM PREVALENTAMONG SMALL ANDMEDIUM-SIZED COMPANIES □_ OSAKA ONE OFMOST SERIOU SLY AFFECTED PARTS OF CO UNTRY | China to 

boost 
growth 
spending 

By James Kyoge in Be$og 


Japanese recession takes its toll in the regions 


By Gwen Robinson ht Tokyo 

Economic conditions in 
Japan’s regional commercial 
centres deteriorated signifi- 
cantly in the June quarter, 
confirming the nationwide 
impact of the recession. 

Local business attitudes 
were overwhelmingly pessi- 
mistic, particularly among 
small and medium-sized 
businesses which were 
en countering severe prob- 


lems raising hank loans, it 
emerged yesterday at a 
meeting of branch managers 
of the Bank of Japan (BoJ). 
the central bank. 

The prognosis from the 33 
branch managers from cities 
throughout Japan, as well as 
three overseas offices, ech- 
oes the recent BoJ's quar- 
terly T ankan survey of 
national business sentiment, 
a closely watched gauge 
and an important monet- 


ary policy determinant. 

Most BoJ managers said 
industrial production had 
slowed in their regions while 
employment and income lev- 
els had worsened since their 
last quarterly meeting in 
early ApriL 

Among the most seriously 
affected regions was Osaka, 
one of Japan's largest 
regional business centres 
and home to many exporter- 
reliant companies. 


The different outlooks 
between large companies 
and small to medium-sized 
businesses had widened dra- 
matically in tbe quarter, said 
Eli chi Kinoshita, general 
manager of the BoJ’s Osaka 
branch and a member of the 
central bank's executive 
board. 

While the region's export- 
ers had welcomed the recent 
weakness of the Japanese 
yen as a potential boost to 


business, the currency’s 
depreciation had soiar failed 
to deliver significant export 
growth, hesaid. 

in Japan's northern Island 
of Hokkaido, where the 
regional economy Is domi- 
nated by dairy, fisheries and 
public works spending, per- 
sonal consumption remained 
stagnant and employment 
was deteriorating, warned 
Michio Yoneda, the bank’s 
Sapporo branch manager. 


In tire Total region of cen- 
tral Japan, home to Toyota - 
Japan’s biggest carmaker - 
the sluggishness of the local 
economy had been exacer- 
bated by reduced investment 
in public works, said Yasu- 
hiro Harada, the BoJ’s 
Nagoya branch manager. 

Masaru Hayamt the BoJ’s 
governor, noted that the pic- 
ture drawn by the branch 
managers showed the eco- 
nomic conditions were still 


deteriorating and that ansi 
ety was growing throughout 
the country about the health 
of Japan’s finandal System- 
Economic recovery and a 
remap of the financial sys- 
tem were tbe biggest Issues 
facing Japan’s economic 
planners, Mr Hayamt said, 
suggesting that the central 
hank Will maintain the offi- 
cial interest rate at a record 
low of 0.5 per cent for the 
foreseeable future. 


Miti presses case for 
consolidated taxation 


‘Credit crunch’ destroys old loyalties 


By McMyo Nakamato and 
Gfllian Tea In Tokyo 

Japan's ministry' or finance 
is being urged to introduce 
consolidated taxation, rais- 
ing the pressure on the gov- 
ernment to produce the tax 
reforms demanded by its 
overseas critics. 

The ministry of interna- 
tional trade and industry 
(Miti) is lobbying for tbe 
move, which it believes is 
crucial to restructuring and 
reviving Japanese industry. 
Businesses also favour con- 
solidated taxation because it 
allows them to spin off 
unprofitable divisions and 
restructure. 

Miti's pressure comes as 
the government is experienc- 
ing increasing pressure to 
revamp its tax system and 
announce permanent income, 
tax cuts to stimulate the 
flagging economy. 

The US. Japanese business 
leaders and economists have 
been calling for income and 
corporate tax cuts to revive 
the Japanese economy. 
Many people also believe 
consolidated taxation is cru- 
cial for the restructuring of 
Japanese industry. 

“The impact of introduc- 
ing a consolidated tax sys- 


tem will be enormous,” says 
Hirobiko Nakahara, deputy 
director of Miti's industry’ 
organisation division. With- 
out consolidated taxation, 
"large Japanese companies, 
which are [unwieldy] like 
the Titanic." will not be 
encouraged to spin off busi- 
nesses and become more 
competitive. 

“The choice is between 
seeing several of these Titan - 
lcs sink, and the country 
sink with them, or accepting 
lower tax revenues for a cer- 
tain time and stimulating 
new business activity to 
revive tbe economy overall," 
Mr Nakahara emphasises. 

The finance ministry con- 
tinues to resist tax cuts and 
consolidated taxation for 
fear of a loss in tax reve- 
nues. It said yesterday that 
corporate tax revenues were 
Y1.282bn ($9.56bn) less than 
previously forecast, result- 
ing in the first national reve- 
nue shortage in four years 
and only the fourth in the . 
past 50 years. 

Under Japan's tax system, 
even when unprofitable divi- 
sions are spun off as sepa- 
rate companies under a hold- 
ing company structure, a 
holding company cannot 
reduce its tax burden by con- 


solidating its accounts for 
tax purposes. 

As a result, companies 
have held on to unprofitable 
businesses rather than spin 
them off into separate com- 
panies. Tbe lack of consoli- 
dated taxation has also dis- 
couraged the establishment 
of new business ventures, 
says Mr Nakahara. “There is 
a strong need among Japa- 
nese industry, particularly 
in information technology 
and electronics sectors, to 
spin off businesses," he 
notes. 

Japanese banks are also 
lobbying to create financial 
bolding companies. These 
were permitted for the first 
time this year as part of the 
government’s Big Bang 
deregulation reforms. 

However, so far no finan- 
cial institution has taken 
advantage of the change 
because of tbe lack or consol- 
idated tax system. 

Tbe finance ministry says 
it will consider consolidated 
accounting but Insists any 
change must be part of a 
package of corporate tax 
reform that would offset the 
loss of revenues. “We are 
prepared for a debate, but 
this needs long consider- 
ation,” an official said. 


Gwen Robinson 

reports that family 
businesses have been 
particularly badly hit 
in Japan’s recession 


X 


Japanese 

elections 


i n a feudal style typical of 
Japan’s grassroots politics, 
generations of Jun Mur- 
aoka's family have sup- 
ported generations of conser- 
vative Liberal Democratic 
party parliamentarians 

The 60-year-old garage 
owner from Tokyo's western 
suburbs maintained the tra- 
dition set by his father and 
grandfather, contributing to 
election campaigns in the 
belief that political patron- 
age benefited small business. 

But Mr Muraoka is fed up 
with politicians. This year, 
he stopped supporting his 
local member of parliament 
before next Sunday's elec- 
tions for the upper house. 

Mr Muraoka has watched 
his business crumble in the 
last few years. The biggest 
blow came this year when 
the local bank refused his 
request for a new loan, 
breaking another relation- 
ship carefully cultivated by 
previous generations of Mur- 
aokas. He says he doesn't 


speak a word of English- Bat 
he readily uses the term 
kuredito kurunchie, or 
“credit crunch", with indig- 
nant gusto when explaining 
the cause of his problems. 

In just six months, the 
term “credit crunch” has 
shot from obscurity to 
embed itself in the Japanese 
lexicon. The term has 
become a potent theme in 
campaigning, especially 
among the small business 
constituency which forms 
the backbone of the econ- 
omy. Opposition politicians 
are using the term to criti- 
cise the government’s eco- 
nomic management 

Like many other small 
businesses, Mr Muraoka’s 
garage sits on a patch of 
land which has been in the 
family for generations. The 
humble site has provided the 
family a golden guarantee of 
security and ready access to 
bank loans, appreciating 
steadily in value throughout 
the 1970s and 1980s to some 
YGOOm ($4_3mj by the peak in 
1990 of Japan’s speculative 
bubble era. 

Business was relatively 
good in the old days, 
although profits from pump- 
ing petrol and repairing cars 
were never spectacular. But 
growing competition amid 
deregulation of Japan’s oil 
industry spawned a new gen- 
eration of shiny, modem gas 
stations, with stylishly uni- 


formed attendants offering 
everything from spare tyres 
to fast food. 

Profits at Mr Muraoka 's 
garage tailed off and in the 
last six years, he began bor- 
rowing from his bank, to 
cover the shortfall and 
finance a modest renovation 
of the premises. “Not that 
much. Just Y5m here. Y7m 
there - but It added up.” be 
says. Gaining credit, how- 
ever, was never a problem, 
against a property which 

t We , re thinking of 
selling. We may 
have no choice’ 

rose in value by an average 
Y20m a year in the 1980s. 

The family was confident 
that business would eventu- 
ally recover. This year, how- 
ever, Mr Muraoka received 
the shock of his life when 
the bank turned him away. 
“It was the first time, ever 
we've been doing business 
with them for 40 years.” 

The book value of bis 

property had fallen by more 
than a third. Shortly after, 
the bank delivered another 
blow, asking Mr Muraoka to 
increase his loan repay- 
ments. “Now, we're thinking 
of selling. . . it would be a 
terrible, terrible thing, but 


we may have no choice.' 

Like many other small 
businesses, Mr Muraoka's 
garage was hit by a double 
whammy of deepening reces- 
sion and the collapse of 
property prices. Japanese 
banks, in response, began 
cutting lending and raising 
interest rates in efforts to 
boost their capital adequacy 
ratios. Corporate bankrupt- 
cies surged 26 per cent in the 
year to April and have been 
increasing steadily since 
1992. 

The hardest hit have been 
small and medium-sized 
companies, which account 
for about 50 per cent of 
Japan's total corporate lia- 
bilities. 

Private bank lending to 
this sector tumbled a record 
3.3 per cent in the year to 
March, while overall loans to 
companies fell about 2 per 
cent 

Nowhere are the problems 
more acute than among 
small companies in the non- 
manufacturing sector. 

Small-business leaders 
believe the term “credit 
crunch” will stay around for 
some years. Masahiko Nak- 
anishi, head of a small busi- 
ness association, warned 
that the government’s broad 
economic reform initiatives 
would not resolve small com- 
pany's problems fast enough. 
“At least not before many 
more go bankrupt” he said. 


India willing to stop N-tests 


By Mark Ificftoison fci New Delhi 

India is willing to undertake 
“international legal obliga- 
tions" to retain from further 
nuclear test explosions, 
senior officials have indi- 
cated on the eve of talks 
between US and Indian 
envoys this week. 

India would also be pre- 
pared to enter global negoti- 
ations on a fissile materials 
cut-off treaty, officials said, 
adding it may be willing 
eventual!)' to reverse its 
longstanding opposition to 
signing the Comp rehen sive 
Test Bon Treaty (CTBT) - 
provided Delhi wins “posi- 
tive gains” in return. This 
could include an easing of 


US sanctions. Officials have 
elsewhere suggested they 
might also include a relax- 
ation of current US bans on 
the sale to India of sensitive 
dual-use and high technol- 
ogy- 

However, the officials said 
India was not prepared to 
sign the Nuclear Non-Prolif- 
eration treaty or to heed 
international calls to refrain 
from “weaponising” its 
newly proven nuclear capa- 
bility, apparently confirming 
that India already possesses 
both nuclear bomb and mis- 
sile capability. Asked if India 
already held nuclear armed 
bombs and missiles, one offi- 
cial replied: “Yes, both." 

Jaswant Singh, a senior 


leader of the Bharatiya Jan- 
ata party (BJP), which heads 
India's coalition govern- 
ment, is expected to put for- 
ward the Indian proposals in 
talks with Strobe Talbott, US 
deputy secretary of state, in 
Frankfurt on Thursday. 

The two men met last 
month in Washington, in 
India’s first high-level con- 
tact with the US since its 
five underground nuclear 
tests in May. The tests 
brought immediate condem- 
nation and sanctions from 
the US. along with broader 
international calls for India 
“immediately and uncondi- 
tionally” to sign the CTBT. 

Indian officials said they 
saw the Frankfort talks as a 


“reopening of dialogue” with 
the US, describing last 
month's talks as “feeling 
each other out”. Officials 
said Mr Talbott would follow 
this week's discussions with 
a further round of talks in 
Delhi on July 20 or 21. 

However, indicating a shift 
in India’s position, tbe offi- 
cials suggested the chief 
imped iment to signing the 
CTBT lay in domestic politi- 
cal considerations rather 
than technical objections to 
the treaty itself. 

“We have to turn around a 
consensus i n thi s country 
against the CTBT.'’ said a 
senior government official. 
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china seemed to be stepping 

back yesterday from a' com- 
mitment to balance its bud- 
get by the year 2000 as offi- 
cials considered a significant 
increase in spending aimed 
at attaining this year's 8 per 
cant economic growth tar- 
get 

Han Wenxra, an official in 

the State Development Plan- 
rung Commission (SDPC). 
said China could afford bud- 
get deficits much larger than 
the RMB55.5bn ($6.7bn> 
recorded in 1997. which 
accounted for just 0.7 per 
cent of gross domestic prod- 
uct. 

“The standard require- 
ment for entering the Euro- 
pean Monetary Union is a 
budget deficit below 3 per 
cent of GDP,” wrote Ms Han 
in a front-page article in the 
official Economic Daily. 

“If our country restricts 
the budget deficit to within 2 
or 2.5 per cent of gross 
domestic product, this would 
be safe and healthy enough.” 
The SDPC is one of China's 
most influential economic 
policymaking bodies. 

The apparent re trea t from 
the balanced budget target, 
set in 1996, was another sign 
of the growing strain the 
Asian financial crisis and a 
domestic slowdown are 
exerting on china's econ- 
omy. 

Officials said tax revalues 
this year bad fallen far 
behind target as industrial 
profits and consumption 
slumped. Also, the govern- 
ment has tried to stimulate 
flagging exports by granting 
tax rebates for some Impor- 
tant items. ' 

In the first quarter of 1998, 
tax revenues climbed 8.7 per 
cent against a targeted 1L7 
per cent, officials said. If 
extraordinary items were 
stripped out. the rise would 
be significantly lower. 

The government is consid- 
ering large bond issues to 
stimulate Infrastructure 
investment and compensate 
for slower lending by bonks 
and a reluctance among 
companies to expand capital 
spending in an atmosphere 
of consumer price deflation. 

This month, China man- 
dated Credit Suisse First 
Boston and Goldman Sachs 
to arrange an intematiana] 
bond of perhaps USSlbn, 
bankers said. Other bond 
issues were likely to include 
domestic construction 
bonds. 

China posted a 1.5 per cent 
foil in exports in May, the 
first in 22 months. Officials 
estimated that economic 
growth in the first half of 
the year would be about 7 
per cent, down from 7.2 per 
cent in the first quarter. 
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Kodak attack 
on handling 
of WTO case 


By Frances WOBaas hi Geneva 

Eastman Kodak has 
launched a fierce broadside 
against the World Trade 
Organisation for its handling 
ctf a US complaint, subse- 
quently rejected, that Japan 
unfairly blocked Kodak’s 
sales in Its domestic market 
to protect rival phntnfilm 
maker Fiyi. 

to a letter to the US Trade 
Representative's office. 
Dewey Ballantine, the Wash- 
ington law firm representing 
Kodak. aUegesd that most 
decisions In the case were 
made not by the three-strong 
panel but by the WTO secre- 
tariat “who lacked both the 
competence and the mandate 
to do so". 

Keith Rockwell, WTO 
spokesman, said yesterday 
that these allegations were 
"totally groundless". 

He said that under WTO 
dispute settlement proce- 
dures the secretariat was 
required to assist panels "in 
respect of the legal, histori- 
cal and procedural aspects of 
cases". However, basic deci- 
sions were made by the pan- 
els, in the photo film case as 
in others. 

The panel ruled in Decem- 
ber that the US had not dem- 
onstrated its case, largely 
based on evidence submitted 
by Kodak, that its WTO 
rights were impaired by 
actions taken or counte- 
nanced by the Japanese gov- 
ernment 

While confessing itself 
“disappointed" by the out- 
come. the first case the US 


had brought and lost Wash- 
ington decided not to lodge 
an appeal 

The hugely complex case, 
which involved many vol- 
umes of evidence and mil- 
lions of dollars paid by the 
two companies in lawyers' 
fees, fell in large part 
because WTO rules do not 
cover competition policy and 
enforcement that formed the 
core of the US complaint. 

The Kodak submission to 
the US Trade Representative 
at the end of June was made 
in response to calls for com- 
ments for a review of WTO 
dispute settlement proce- 
dures now under way in 
Geneva. The WTO has 
received some 140 com- 
plaints since its creation in 
1995, of which about 40 have 
gone to the panel stage. Only 
governments are parties to 
WTO disputes and attend 
panel hearings. Panel delib- 
erations are held in private. 

Dewey Ballantine and 
Kodak said in their letter 
that the rote of the WTO sec- 
retariat in the dispute settle- 
ment process “should be 
sharply curtailed or elimi- 
nated altogether”, leaving 
the panellists to sift the evi- 
dence and take decisions on 
their own. 

They further argued that 
the WTO's list of panellists 
should be expanded to 
include more people with 
judicial experience such as 
judges and magistrates, and 
advocated widening of the 
grounds for appeal and a 
more open and transparency 
process in general 


Atlantic 

damages 

speeding 

ships 

By Charles Batchelor, 
Transport Correspondent 


Container ships “speeding" 
across the north Atlantic to 
meet tight delivery time-' 
tables are suffering damage 
to their bows when they 
encounter heavy seas, the 
London-based Salvage. Asso- 
ciation said yesterday. 

In one incident, forward 
facing windows on crew cab- 
ins on the lower two decks 
of a container vessel were 
blown in, according to the 
association, which carries 
out damage inspections for 
- Lloyd’s of London and the 
Institute of London Under- 
writers- 

"Smaller container vessels 
seem particularly vulnerable 
to forecastle damage in the 
% north Atlantic.” the associa- 

** tion said in its annual 

report. “It is easy to guess 
that masters drive their ves- 
sels very hard to maintain 
liner schedules and the 
result is sometimes flooding 
of the forward spaces and 
damage to motors and other 
equipment” 

This had been com- 
pounded by a worsening of 
weather conditions in the 
north Atlantic in recent 
years, said Graham Deere, 
chief surveyor for north 
America. The design of the 
metal shields or breakwaters 
which deflect waves crash- 
ing over the bow of a ship 
could also be improved, the 
association said. 

Container shipping lines 
operate regular timetables 
for their vessels so they are 
under greater pressure than 
most cargo vessels to meet 
schedules. 

In general however, the 
world’s shipping fleet 
appeared to have become 
safer, with the association 
carrying out only •i.sOQ dam- 
age or warranty inspections 
last year compared with 
nearly 10,000 in 1990- 

Safetv initiatives earned 
^ out during the 1990s. tougher 

surveys by the classification 
societies, closer control of 
vessels to ports and improve- 
ments to navigation technol- 
ogy have all helped. 

But it was difficult to sepa- 
rate these improvements 
from increases to the level of 
deductibles - the amount 
the shipowner contributes to 
repair costs before his insur- 
ance takes effect - over the 
past decade. Deductibles 
have increased five-fold on 
some types of insurance. 

The latest safety improve- 
% meat, the introduction of an 

* international safety manage- 

ment code last week, must 
be taken seriously by ship- 
owners if it was to lead to 
further improvements. Tre- 
vor Hart, retiring chairman 

of the association, said- 


Canada 
to defend 
vehicle 
tariffs 

By Edward Atdeo In Toronto 

Canada will “vigorously 
defend” its tarifTs on vehicle 
imports in spite of a World 
Trade Organisation chal- 
lenge by Japan, a Canadian 
government official said yes- 
terday. 

Japan is hoping to use the 
international trade organisa- 
tion to break down a 33-year- 
old pact governing automo- 
tive trade between Canada 
and the US. 

The Canadian government 
announced last month that 
it would retain its 6.7 per 
cent tariff on vehicle 
imports, rejecting pleas from 
Japanese car manufacturers 
that they should be given 
equal treatment with the US 
“Big Three" motor compa- 
nies which are members of 
the pact. 

“We believe the auto pact 
is consistent with our inter- 
national trade obligations,” 
said Sophie Legendre, of 
Canada's trade ministry. 

Under the 1865 agreement, 
Ford. Chrysler and General 
Motors, as well as Volvo 
Canada, can import finished 
vehicles into Canada from 
anywhere in the world. The 
pact, which required that 
members meet certain local 
content requirements for 
their North American pro-' 
ductlon, encouraged US com- 
panies to locate in Canada 
and helped build the car 
industry into Canada’s larg- 
est manufacturing sector. 

But the Japanese compa- 
nies, led by Honda and 
Toyota, have been stepping 
up complaints since their 
Canadian operations have 
moved close to meeting 
those content requirements. 
Since 1989. however. Canada 
and the US have closed the 
auto pact to new entrants, 
even if they meet such 
requirements. 

to its complaint filed an 
Friday. Japan said the tariff 
was discriminatory and vio- 
lated Canada's obligations 
regarding most-favoured 
nation and national treat- 
ment. as well as provisions 
of the investment, subsidies 
and service agreements. 

The US received a waiver 
from international trade 
rules in 1965 which acknowl- 
edged that the pact was dis- 
criminatory. but Canada 
never requested one. Canada 
had originally Intended to 
allow other companies to 
join the car pact, but the US 
insisted the door be closed as 
part of the 1988 free trade 
agreement between the two. 

The case may also be moti- 
vated by the impending 

merger of Chrysler and 
Daimler-Benz, which will 
allow Chrysler to import 
Mercedes vehicles into Can- 
ada duty free. 


Peugeot 
in Iran 
car deal 

By Robert Graham in Paris 

Peugeot. the French 
automotive . group, will 
sharply increase its commer- 
cial presence in Iran follow- 
ing two important deals pro- 
riding assembly kits to Iran 
Khodrc*. the Tehran-based 
car producer. 

The agreements, signed in 
Tehran over the weekend, 
cover the continuation of an 
existing soppily contract for 
Peugeot 405 kits and new 
production of the 205 model. 

This will further entrench 
Peugeot in the Islamic 
Republic's highly protected 
local market, where demand 
for outstrips supply because 
of foreign exchange restric- 
tions on imports. 

Peugeot did not say how it 
would be paid for the extra 
sales. 

Under the 205 accord. 
Peugeot will begin supplying 
in autumn 1999 kits with 
an eventual production aim 
of 50,000 vehicles a year 
with a 74 per cent local con- 
tent 

The other arrangement 
extends for another 10 years 
a 199B agreement for the 405 
which has already seen the 
supply of 90,000 units. 


BA-AMERICAM ALLIANCE BRITISH AND US HURDLES REMAIN BEF ORE LINK-UP DE AL CAN GO AHEAD 

Brussels airline ruling set to prompt ro^ 


By Micbse! Skapinker, 
Aerospace Correspondent 

When Brussels tomorrow 
presents its proposed condi- 
tions for approving the 
British Airways- American 
Airlines alliance, it expects 
the two carriers to complain 
loudly. 

"They win jump up and 
down and say how terrible it 
all is," one European Com- 
mission official said. Many 
in Brussels will dismiss their 
objections. 

They will have some jus- 
tice in doing so. The pro- 
posed conditions are expec- 
ted to be far milder thaw 
those the Commission was 
discussing a year ago. Then, 
Karel Van Mlert, the Euro- 
pean Union competition 
commissioner, said the two 
airlines should relinquish 
350 weekly takeoff and land- 
ing slots at London's Heath- 
row airport. 

Now, be is understood to 
have reduced the figure to 
220 slots. This is not far 
above the 196 Heathrow slots 
suggested by BA and AA. 

The Commission's condi- 
tions for approving the link- 
up are likely to provide the 
basis for the two airlines to 
begin building the world's 
most powerful aviation alli- 
ance. The two carriers will 
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Carty: carve-outs not a great 
constraint on an affiance 

co-operate in setting fores 
and marketing flights, as 
well as sharing revenues 
from transatlantic services. 

However, the Commis- 
sion's proposals will leave 
several issues unresolved. 
These are unlikely to scup- 
per the alliance, but they 
will leave the two airlines 
with much to fight for as the 
regulatory process moves 
towards its conclusion. 

Following the Commis- 
sion’s announcement, the 
focus will move to the UK 
department of trade and 
industry (DTI), which has 
the final say in Europe. The 
US department of transpor- 
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Ayling; expected to lobby 
furiously for changes 

la Lion is expected to give its 
verdict in the autumn. Rob- 
ert Ayling. BA's chief execu- 
tive. and Donald Carty. 
American's chairman, will 
lobby these two bodies furi- 
ously to change aspects of 
the Commission’s recom- 
mendations. 

The airlines are likely to 
focus on three issues: 

• The timing of the slots 
handover. While BA and 
American could live with 
losing 220 Heathrow slots, 
they have proposed a grad- 
ual handover. The Commis- 
sion will reject this, saying 
the slots must be given to 
competitors immediately. 


Van Miert: Implacable view that 
payment for slots is illegal 

However, Brussels has left 
the door ajar. The Commis- 
sion accepts that transfer- 
ring slots to other carriers 
will take time, particularly 
where UK domestic services 
have to be converted into 
transatlantic flights. BA and 
American will press the DTI 
and US transportation 
department for significantly 
longer delays. 

• Payment for slots. This 
looks more intractable. BA 
and American insist rivals 
pay for slots they receive. Mr 
Van Miert’s implacable view 
is payment for slots is ille- 
gal. Rival US carriers, which 
want slots free, will glee- 


fully quote Mr Van Mieri 
• Limitations on fllgl 
The Commission is expec 
to insist that BA and Am 
can reduce their flig 
between London and Dal 
Chicago and Miami if o 
pecitnrs want to offer ci 
peting services. Brussels ; 
softened the blow by say 
the restrictions will ap 
for only six months. 

Competitors are unlik 
to attempt to compete on ; 
Dallas route, but rivals v 
probably offer new Chic: 
and Miami services. It is j 
just BA and American wh 
object to this; the US auth 
ities do too. The US prefi 
“carve-outs", which mea 
the two airlines would r 
be allowed to co-operate 
routes they dominate. I 
and American would pro l 
bly prefer this. Mr Carty s: 
recently he did not rega 
carve-outs as a great cc 
straint on an alliance. 

M China has agreed to I 
UK airlines fly to Shangh 
for the first time. In a rela 
ation expected to intensi 
competition between Britt 
Airways and Virgin Atlanti 
John Prescott. UK depu; 
prime minister, said in Bt 
jing yesterday permissic 
had been granted for tu 
weekly flights from the U 
to Shang hai from this year 


The new Alcatel, refocused on telecommunications, 
is building on promising markets 

Highlights of the Speech by Chairman and CEO Serge Tchuruk, at the June 18, 1998 Shareholders 1 Meeting 


Ladies and Gentlemen. Dear Shareholders, 

Today is kme 18th. This date is important for hisiory, but also for 
the Company. Today marks its 100th birthday, ft might be 100 years 
oiA terwnw, I think the Cou^any is mere dynamic than ever. 

Over the past few months, its structures have been profoundly 
modified, and this transformation has been accomplished ai a 
voy fast pace. So, after some pretty hard years, the Group has 
found a second youth, refocused an markets which have been 
dearly identified and promise growth. 

This change is also symbolized by a change in name: Alcatel 
Alslbom Cbmpagnie Gfti&ale d’Bectridte is gong to become 
simply Alcatel Today. I would like to share with you Alcatels 
new dimension and took at same of the major challenges. 

T Recovery continues 

LeL's put the 1997 resales in a wider historical perspective, 
which reflects the evolution of our Company's sales and 
operating income since 1991 

From their peak in 1992. sales were relatively stagnant until 
1996 while foe markets we were addressing tended to grow. It 
is therefore clear that the Company went through a difficult 
period. The first signs of its recovery appeared in the 1996 
order books. The 1997 sales figure therefore reflects foe 
recovery, and the growth which is vital to our businesses. 

Operating income had regularly declined, to more or less zao 
in 1995. Since then, we are progressing, with FF 8 billion in 
operating income in 1997,2nd we plan to continue oo ihis path. 
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T The Group's refocusing 

b 1995, there were eight main business lines. Wfe wanted to 
■amplify the Group's snuemre, and tfirea it rovvard growth markers. 

- In a firs* step we sold a sagmficam pan of our financial holdings, 
for a total of neady FF 1 2 biflfem. At the same time, we decided 
to get om of foe media business in exchange for a 21% 
financial stake in the capital of Havas. 

- We continued to refocus by streamlining baemally. to reveal 
two major businesses within Alcatel; 

■one which is increasingly focused on software: the 
idccanmMTritarioas sector. 

■and foe other, which is more industrial: tie Cables ami 
Components scoot 

- The thhti step ted ro foe sale of Cegdec to GEC Alslbom and 
the dedaoo. made jointly with oar partner GEC to pm G£C 
Akrhora shares on foe stock market Alcatel will keep a 24% 
stake in GEC Alsthom, whose name will change to ALSTOM. 

At the same tune, we have participated in a certain number of 
restructurings which have affected foe defense electronics 
sector m France. This move was undertaken with other French 
partners, such as Dassault Industries and Aerospatiale. The 
result is a well founded and intelligent operation to strengthen 
foe French defease electronics industry around & broader 
Thomsoo-CSF. 

After these profound changes, we have become, in a much 
simpler way. a Group that is 85% focused on foe 
Telecommunications market, which includes a Telecom 
business and a Cabks and Components business. 

This Group holds two very important stakes: one in ALSTOM, 
and the other in Thomson-CSF. In the latter, we hold 16% 
directly, and more than 20% with our partner Dassault 
Industries. We investigated this move as an industrial 
partnership and to develop over foe yean numerous 

opportunities for cooperation, notably in this technology field. 


▼ The new Alcatel 

The first big sector. Telecommunications encompasses three 
main businesses: 

-Networks, which are foe big switching systems and in 
which Alcatel is number one worldwide, with 200 million 
fixed telephone lines installed. 

-Transmission and Access, which are the information 
highways and byways, 

- and activities for the Enterprise and Consumer markets. 
The Cables and Components sector incorporates: 

- Telecom cables and components, which represent 20% of 
foe Group's total sales, and 

• Power cables, in which Alcatel is also the world leader. 

In 1997, the new Alcatel's sales amount to FF 130 billion on 
a pro forma basis. 

Starting in 1998. they will increase noticeably. 

By geographical region, there are also important changes in 
the Group: 

■ as a market France accounts for about 17% of chit sales, 
■Germany, with 13%, is our second biggest European 

market 

■ North America today accounts for 15% of sales. Once foe 
DSC acquisition is completed. North America will 
represent over 20%. The United Slates will become our 
number one market. 

T Promising markets 

■Internet currently counts 75 million subscribers in foe 
world. They will be 400 million in the year 2002. They 
already represent 40% of the number of fixed telephone 
subscribers. 

■ Mobility: today, there are 200 million mobile telephone 
subscribers woridwide and they will probably number 700 
million in 2002. 

• Telephone density': in the year 2000, 80% of the world’s 
population still won’t have a basic telephone. 

Telecommunications, our central market, has grown by 8% 
to 10% in value in recent years. Forecasts for foe future 
expect foal, barring some unforeseen accident, growth 
should continue for many years to come. 


v Alcatel's strategy 

In such a case, foe conditions for success are numerous but two 
are paramount: 

Technology 

The first key to success is technology, that is our Company's 
ability to innovate in a highly competitive global environment 
and to stand out from the competition not only by adapting 
our products to market demands bul by delivering to foe 
market on time. 

Presence in the United States 

This is an extremely important and innovative market, 
especially in terms of usage: foe number of PCs or Internet 
subscriber: id foe United States is considerable, compared 
with foe situation in Europe. 

in 1998, we should have sales of SI. 6 billion in 
telecommunications. With our cables and components 
business, total sales will reach S3 billion in foe U.S. 

This base is nonetheless too limited to correspond to our 
ambitions in this market. That's where foe project: to acquire 
DSC - for which, as you know, we have launched a stock-for- 
stock transaction - comes in. 
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V Products paving the way to future 

I will simply highlight foe complementary nature of Alcatel's 
offering. 

First of all Alcatel is a major specialist in traditional terrestrial 
networks. We then went into mobile networks, where we are 
growing strongly and our positions are confirawd each day. 
We are also the world leader in submarine cables. In a more 
recent way - but which is growing at practically 30% per year 
- we are becoming a major player in satellites. This is all foe 
more true thanks to the Thomson-CSF transaction, as foe 
satellite businesses of Alcatel. Aerospatiale and Thomson-CSF 
will be brought together to create a large company, called 
Alcatel Space. Thomson-CSF will bold 49% and Alcatel with 
51%, will have management control of Alcatel Space. In this 
way, wc become one of foe world's top three major industrial 
companies in satellites. 

in the area of mobile telephones, from a rather modest position 
we expect to reach 6 million units this year, and we are on foe 
way to obtaining leading market shares in many countries. 


As you can see. your Company is in full movement. Its new, 
simpler name - Alcatel - will symbolize this movement. 
Shorter, easier to pronounce, definitely international, foe 
Alcatel brand will be able to obtain recognition on a par with 
that of our main competitors. At foe same time, as yon know, 
Alcatel will keep the ties with foe ALSTOM and Thomson 
companies which are part of the Group's history. 

Ladies and Gentlemen. Dear Shareholders, you may remember 
that last year I presented our ambition to become “The Hi- 
Speed Company." The progress made in 1997 illustrates this 
aim, and I am confident in our ability to live up to this motto. 

1 thank you for your support, and 1 ask you to believe in my 
total commitment in managing your Company. 

INVESTORS RELATIONS : tel : +33 (01 1 40 76 10 10 
fax: +33 (0)1 40 761405 

Internet : wwwuakateLcom 
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VIOKING POLICV COURT ISSUES RULING 

Way cleared 
for legal move 
against critics 
of tobacco 


f John Bason, 
in Courts Correspondent 

he four biggest UK tobacco 
ompanies yesterday won. 
emission to launch a le g a l 
; hallenge to a report from a 
■ ovemment advisory com- 
alttee which recommends a 
an on tobacco advertising 
.nd smoking in pnblic 
daces. 

Evidence to the report by 
he Scientific Committee on 
Tobacco and Health la expec- 
ed to form the basis of the 
government's smoking pol- 

cy. to be announced this 
fear. 

But a High Court judge in 
London gave permission to 
Imperial, Gallaher, Roth- 
mans and British American 
Tobacco for a judicial review 
af the committee's work. He 
said it had failed to consult 
the industry before poblish- 
j tag its report 

| Tbe judge also said the 
committee's flndingo were 
potentially damaging to the 
tobacco companies and 
appeared to attack their 
commercial morality. 

Tbe impact of the ruling 
on tbe governments formu- 
lation of policy was unclear. 
The Department of Health 
said the tobacco industry 
bad lost on aQ its arguments 
apart from the narrow one of 
the committee’s failure to 
consult 

“It should be noted that 
tbe decision to grant leave 
[for the judicial review] does 
not impugn the accuracy of 
tbe committee's conclusions, 
i ir merely reflects the fact 
* that, on one particular 
aspect, its procedures may 
have been open to criticism,'' 
it said. 


Tie judge said the report 
lacked scientific rigour 
because it had made poten- 
tially damaging remarks 
about the companies without 
any comment on the reliabil- 
ity or independence of the 
source of the comments. 

Lawyers for the tobacco 
companies had compl aine d 
the report had been damn- 
ing, particularly in adopting 
the opinion of a Wellcome 
marketing manager that the 
industry "deliberately set 
out to recruit new smokers 
to replace the ones we have 
killed" 

The ruling was welcomed 
by the industry. Chris Proc- 
tor, head of science and reg- 
ulation at BAT. said: “We 
hope the government resists 
any temptation to base 
tobacco policy on this Rawed 
report" 

But doctors and anti -smok- 
ing campaigners rejected the 
industry’s arguments. Bill 
O'Neill, science adviser to 
the British Medical Associa- 
tion, accused the industry of 
“pure posturing" since it had 
had every opportunity to 
publish any information it 
wanted. Instead it had 
refused to disclose informa- 
tion, be said, 

Clive Bates, of Action on 
Smoking and Health, 
accused the companies of 
denying the obvious. “Why 
should anyone be interested 
in what BAT, Gallaher and 
Imperial have to say about 
passive smoking, advertising 
or anything else when the; 
still will not admit that 
smoking causes lung cancer 
or that nicotine is addic- 
tive?” 

Tbe case is expected to be 
heard in three months. 


$5-a-day 
road fee 
planned 
for cars 
in City 

By Chain Bafctedor, 

Transport Correspondent 


A City of London proposal to 
charge drivers of non-essen- 
tial vehicles £3 IS5) a day to 
eater tbe area was criticised 
by motoring organisations as 
"elitist and unfair" yester- 
day. 

Tbe Corporation of Lon- 
don, the municipal authority 
for the City, wants to intro- 
duce a system of electronic 
tags which would allow only 
authorised vehicles free 
access to tbe business area. 

The corporation wants to 
give priority to “highvalue- 
of-time City movements 
I which J may comprise cli- 
ents visiting financial insti- 
tutions, legal advisers en 
route to deal signings and 
board meetings. Unless 
through traffic is actively 
prevented from inhibiting 
access and local movement, 
the vitality and efficiency of 
the City, as a place to do 
business, ts at risk". 

The corporation aims to 
exdude the 70 per cent of 
vehicles entering the City- 
each day that are not essen- 
tial or are passing through. 
Following a reduction in 
traffic in 1993-94. as n result 
of security measures intro- 
duced after an Irish Republi- 
can Army bomb, numbers 
have been creeping up and 

now 250.000 enter each day. 

Legislation prevents 
charging for road use bat 
the City is to ask the govern- 
ment if it can have special 
permission to experiment. 
The proposal could find 
favour with ministers, who 
are expected to include simi- 
lar proposals for town cen- 
tres in the transport policy 
paper due this month. 

But the RAC motoring 
organisation said it would be 
“elitist and unfair effectively 
to close off a section of Lon- 
don to create a private drive- 
way for City businessmen". 
The rival AA said the plan 
was “outrageous". 

This plan has led to 

charges that the corporation 
wants to give preferential 
treatment to chauffeur- 
driven bankers while push- 
ing ordinary drivers on to 
roads in adjoining areas. 

The corporation denied Its 
plans - which would use 
cameras installed at 
entrance points to tbe City - 
were elitist. 


MPs to 
oppose 
private 
cash move 
in defence 


By Alexander Nicofl, 
Defence Correspondent 


The House of Commons 
defence committee said yes- 
terday it would appose 
mores to inject private capi- 
tal Into the government’s 
defence research laborato- 
ries. 

The committee said in a 
report on the Defence Evalu- 
ation and Research Agency: 
“We would regard the risks 
to Dera's impartiality and 
critical mass of even partial 
privatisation, in tbe shape of 
public-private partnerships, 
as unacceptable and against 
the public interest.” 

Privatisation of some sen- 
sitive parts of Dera - such as 
its chemical and biological 
weapons research facility in 
southern England - would 
be “abhorrent", it said. 

George Robertson, the 
chief defence minister, is 
considering options for the 
future of Dera, which 
researches weapons technol- 
ogy and tests equipment 
bought by tbe defence minis- 
try. An announcement may 
be made in tomorrow's stra- 
tegic defence review. 

The possibilities range 
from partial privatisation - 
subject to ownerehip restric- 
tions * to franchising Dera’s 
laboratories to university 
researth departments. 

But the committee 
expressed concern about the 
undermining of Dera's inde- 
pendence and an erosion of 
its knowledge base. 

The government’s plans 
for “smart procurement" - 
which puts a greater onus 
for weapon design on indus- 
try - made Dera's rote as an 
expert adviser more Impor- 
tant. 

“Any proposal for Deni’s 
future status must recognise 
the importance of maintain- 
ing it as a broad multi- 
disciplinary centre of excel- 
lence for defence research," 
it said. Britain's access to 
secret US technology must 
not be jeopardised. 

The government’s review 
was prompted partly by Its 
desire to maximise commer- 
cial spin-offs from military 
research. But the committee 
said the argument for 
change arose as much from 
the need to cut government 
funding as from the unreal- 
ised potential for defence 
diversification- 



LOBBYING BLAIR VOWS TO ACT IF ALLEGATION S ARE P R O VE D 

Leak claims enrage government 


Andrew Packer aid David 
Wgbtan In London 
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Gordon Brown, chancefior ot the exchequer (above), scorned 
aWgrtcm of Moe Polar Mandetoon, minister without portfolio 
(Mow], used to employ the lo bb y is t suspended yesterday 


Tony Blair, the prime 
minister, will sack one of his 
close aides if there were “tbe 
remotest suggestion" that he 
bad been furthering the 
business interests of a. con- 
troversial lobbyist, staff in 
Mr Blair’s office in Downing 
Street. London, said last 

night 

The government struggled 
to shake off allegations that 
Roger Liddle. a member of 
the Downing Street policy 
unit, had helped the lobbyist 
to woo a potential client. 
Former Labour party advis- 
ers. now working as lobby- 
ists, are also accused of leak- 
ing confidential government 
information to clients. 

The latest challenge to 
government commitments to 
clean up politics comes as 
ministers are braced for fur- 
ther controversy over the 
business activities of Geoff- 
rey Robinson, the paymaster 
general (a junior Treasury 
minister). The House of 
Commons standards and 
privileges committee will 
meet today to finalise a 
report on allegations that Mr 
Robinson failed to declare 
directorships of companies 
linked to the late publishing 
tycoon Robert MaxwelL 


Derek Draper, tbe lobbyist 
Mr Liddle allegedly offered 
to help, was yesterday 
suspended by GPC Market 
Access after allegations he 
leaked details of the govern- 
ment's revised public spend- 
ing plans to a US investment 
bank. Mr Draper used to 
work for Peter Mandelson, 
minister without portfolio. 

Karl Milner, another lob- 
byist and former aide to Gor- 
don Brown, the chancellor of 
the exchequer, also faces dis- 
ciplinary action after admit- 
ting he foxed a House of 
Commons committee report 
to a US company a day 
ahead of publication. Mr Mil- 
ner works for CSW Govern- 
ment Relations. 

Tbe prime minister's offi- 
cial spokesman said there 
was no evidence that Mr 
Liddle had done anything 
wrong and he would be 
given the benefit of the 
doubt unless The Observer 
newspaper produced damn- 
ing transcripts of his alleged 
remarks. The Observes- pub- 
lished detailed allegations 
about Mr Liddle on Sunday. 

But Mr Liddle would be 
dismissed if there was evi- 
dence that be had said he 
would deliver access to gov- 
ernment “It all depends on 
the context," Downing Street 
said. In a conversation with 


putative US businessmen Mr 
Liddle was quoted as teffing 
them: “Whenever you are 
ready, just tell me what you 
want who you want to meet 
and Derek [Draper] and 1 
will make the can for you.” 
Mr Uddle was, until the 
1997, national election chair- 
man of Prima Europe, which 
Mr Draper also worked for. 
The company was subse- 
quently bought by GPC. 

Opposition leader 
accuses Labour 
government of 
'illegal leaking of 
market-sensitive 
information’ 


William Hague, leader of 
the opposition Conservative 
party, sakl it was not the 
first Labour ba d sunk 
below tbe standards expec- 
ted in public life. He pointed 
to the Benue Ecclestone 
affair, in which government 
policy on tobacco sponsor- 
ship was changed after a 
gim donation from the For- 
mula 1 promoter. 

“Labour stands accused of 


cronyism at Number IP [the 
prime minister's Downing 
Street residence], illegal 
locking of market sensitive 
information at NwnMr n 
[the chancellor’s residence], 
and contempt for the 
fog s of parliament rtself. ( 

After an investigation^ Mr 
Brown said there was no evi- 
dence to show his 12 
Mansion House speech had 
been leaked In advance. But 
Frauds Maude, the C 
votive party's shadow 
cellar, insisted that o 
sensitive information 
coming the govemmen 
plans had been leaked. j 

The Observer said it w* 
considering Downing 
Street's request for tapes of 
its conversations with Mr 
Draper and Mr LiddleJ 
Sources at tbe newspaper.! 
said there would be more 
revelations about Mr Liddle. 

GPC said it was “deeply 
concerned" about the allega- 
tions concerning Mr Draper 
who was yesterday sacked as 
columnist with the Express 
newspaper. 

GJ W wrote to Martin 
O’Neill, chairman of tbe 
Commons trade and indus- 
try select committee, to apol- 
ogise for tbe leaking of the 
report to a client 
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The Protest 
Order was ye 


|fn Ireland P 
Sot to mart 
nationalist ■ 
Road area < 
Monday.- : - 
The comm 
parses bavi 
to it to take 
days around 
and the conu 
sldered all c 
were examli 
yesterday’s 
detenninatii 
restrictions 
Order pan 
nationalist ] 
The com : 
Ormeau Rt c 
not a trade ri 


sunt Orange 
yaterday given 
i fy the North- 
’aLdes Commis- 
cl through the 
tiwer Ormeau 
oi Belfast next 

mion said 554 
been notified 
‘lace over four 
next weekend 
ission had con- 
them. Only 39 
d in detail »md 
eg ally-binding 
i imposed route 
on 14 Orange 
les and three 
rades. 

ission said its 
1 decision was 
ff for its block 


o n Ora ngemen in Portadown 
“arching down the national- 
ist Garvaghy Road on Sun- 
day. Orangemen 'who plan to 
“arch down the Ormeau 
Road have been told they 
cannot play music as they 
pass through the nationalist 
area. 

Alistair Gr aham, commis- 
sion chairman, said the 
Ormeau Road situation was 
very different to • that in 
Drumcree, where thousands 
of Orangemen protested 
angrily bat peacefully on 
Sunday against a barrier 
erected by police and British 
soldiers. The barrier pre- 
vented. them from defying 
the commissi on and adher- 
ing to their tradition of 
inarching along the Gar- 
vaghy Road. A further pro- 
test at the barrier was 
planned for last night 

Mr Gr aham said there 






were initiatives concerning 
other marches which encour- 
aged the rarnmlaftfam that 
there was a genuine willing- 
ness to find a way forward. 
He said insufficient regard 
had been paid to the overall 
impact of rulings issued so 
far, which showed the vast 
majority of parades had 
taken place without any con- 
ditions at atl- 
“We would also want to 
impress on everyone that, 
contrary to accusations from 
many quarters, we are not 
being influenced by political 
expediency." Mr Graham 
said. "Nor are we out to sup- 


port or destroy individual 
Organisations or factions.'* 
Lower Ormeau Concerned 
Community claimed the 
Orange parade was to have 
been rerouted but that the 
Parades Commission 
changed its decision at the 
last minute. He said the 
commission, rather than 
being independent, bad abro- 
gated its duty because of the 
threat of violence. . 

. George Patton, executive 
officer of the Grand Lodge of 
Ireland, said the Orange 
Order had nothing to cele- 
brate after the announce- 
ment that no parade was 


being banned. “Our basic 
view is that the Parades 
Commission have really no 
right to make decisions 
about freedom of movement 
as enshrined in the Euro- 
pean Convention of Human 
Rights." he said. 

David Trimble, first minis- 
ter In the new Northern 
I reland administration, was 
adamant yesterday that 
nwiggs the Drumcree stand- 
off is "resolved satisfactorily 
it could put at risk all the 
political progress achieved". 

UK government officials 
are keen to stress this is a 
local dispute representing 


the failur e of marchers 
local Roman Catholic resi- 
dents to achieve an accom- 
modation. 

Porta down is a special 
place for Orangemen. It is 
where the order was founded 
in the 18th century. Bat it is 
also a frontier location - a 
largely Protestant town in a 
largely Catholic rural hinter- 
land - that gives community 
tensions an extra charge. 

This year's march coin- 
cides with momentous 
changes In Northern Ireland 
- many of which large num- 
bers of Orangemen find hard 
to accept 


Swire Group 


\l I ! \ ! 1' YOU VISIT ASIA, COME IN 
THROUGH THE FRONT DOOR. 



NEWS DIGEST 

BARINGS COLLAPSE 

Setback as bondholders 
fail to back compromise 

A proposed settlement which would have provided partial 
repayment for bondholders caught in the 1995 collapse of the 
Barings merchant bank ran into a serious obstacle yesterday 
when the carefully-crafted compromise failed to get the 
go-ahead. The settlement would produce payments of £84m 
[Si 40m), before expenses, on bonds with a face value of 
£l90m. It was approved by Barings' creditors and holders of 
El 00m of perpetual notes issued in 1994, but a third meeting 
- of holders of 5150m (£90m) in floating rate notes Issued in 
1986 - was adjourned after failing to attract a quorum. At 
least 28 days must elapse before another meeting can be 
held. Before then, Ernst & Young, the Barings liquidators, may 
meet FRN holders or their representatives. The FRN holders, 
who have a higher legal priority in the liquidation, had In effect 
agreed to relinquish some of their rights. If the settlement is 
approved, they would get about 60p in the pound and perpet- 
ual holders about 23.6p. Clay Harris, London 

FINANCIAL SERVICES 

Industry loses confidence 

Financial services companies are becoming gloomier about 
their business prospects, with insurance brokers, building 
societies (mutually-owned savings and loans institutions) and 
finance houses showing a particularly marked loss of confi- 
dence. A quarterly survey of the Industry conducted by the 
Confederation of British Industry, the employers' lobby, and 
PricewaterhouseCoopers. the accountancy and consulting 
firm, showed business volumes increased significantly over 
the past three months. Optimism for the next quarter, how- 
ever, fell back after a sharp rise in March. Only fund manag- 
ers showed noticeably greater confidence, Banks reported 
that business volumes were above normal, with retail activity 
especially strong, but average spreads came under pressure. 
However, many banks said unit costs came down and profit- 
ability was expected to continue to rise. Building societies, 
showed much more caution. 

General insurers remained cautious, with profitability suffer- 
ing in the last three months as a result of a sharp jump in 
claims, linked to the poor weather in spring and early sum- 
mer. But premiums started 1o edge up, and 62 per cent of 
general insurers said they expected a further improvement in 
the next three months. George Graham, London 


CONSTRUCTION 


Leisure shows fastest growth 

The leisure industry is the fastest-growing construction sector, 
with new building contracts up 31 per cent last year, says a 
report published by Building magazine and Market Tracking 
international. Orders for sports complexes, leisure centres, 
pubs and cinemas increased from £1.4bn-($2.33bn) in 1996 to 
£1.85 bn In 1997, with growth expected to continue into 1999 
and tail off after capital Investment programmes peak. Other 
growth areas include the commercial sector, up from £6.4bn 
to £7.5bn to become the construction industry's biggest sec- 
tor. Planning restrictions on out-of-town shopping centres 
mean the retail sector is expected to hold its annual construc- 
tion value of £2 bn. 

• Growth in construction output will slow sharply in 1999 to 
1 per cent, after reaching 3.3 per cent in 1998, according to 
the independent forecaster Construction Forecasting and 
Research. Any improvement in 2000 will be “marginal'’, the 
company said, with only Millennium expenditure forestalling a 
decline. The forecast suggests that the prospects for the con- 
struction are considerably poorer than some companies 
hoped. Gautam Malkani and Jonathan Guthrie, London 


SCOTTISH PARLIAMENT 


Catalan architect chosen 

The Catalan architect Enric 
MiraJles (pictured) was chosen 
yesterday to design the build- 
ing which will house the new 
Scottish parliament Mr Mir- 
alles was preferred over four 
other candidates by a selec- 
tion panel chaired by Donald 
Dewar, the chief minister for 
Scotland in the UK govern- 
ment Mr MlraUes will work 
with RMJM, the Edinburgh- 
based architects. Mr Miralies, 
from Barcelona, designed the 
Olympic archery pavilions in 
the city, the sports halls of 
Alicante and Huesca. and the 
new town hall for Utrecht in 
the Netherlands. He has won 
prizes and competitions throughout Europe. Mr Miralies and 
RMJM were chosen over over Richard Meier of New York, 
Michael Wlfford of London, Rafeef Vinofy of New York and 
Denton Corker Marshall of Melbourne, each wtth Scottish- 
based partners. The {parliament building should be ready in 
the second half of 2001, with the detailed design {being 
approved next spring. The parliament itself will open next 
summer in toe general assembly building of the church of 
Scotland in Edinburgh. James Buxton, Edinburgh 


Air traffic body 
risk data sought 


By Jonathan Guthrie in London 

Trade bodies representing 
actuaries and civil engineers 
called yesterday for the gov- 
ernment to quantify the 
financial risks facing the 
National Air Traffic Service 
if a 51 per cent stake is sold 
by public offering. 

The Faculty and Institute 
of Actuaries and the Institu- 
tion of Civil Engineers said 
the prospectus should go 
beyond listing risk factors 
and aa g i g n numerical max- 
ima to liabilities triggered by 
events ranging from crashes 
to operating problems at the 
service’s new computer cen- 
tre tn southern England. 

The bodies want the gov- 
ernment to take the lead in 
improving disclosure to 
investors of the risks they 
shoulder when buying 
shares. They believe the 
information currently avail- 
able is inadequate and that 
air traffic control lends itself 
well to further analysis 
because of its potentially 
heavy liabilities. 

The government last 


month announced the sale of 
a stake in the National Air 
Traffic Control Service next 
year, forecast by analysts to 
raise up to £300m ($50lm). 
The sale mechanism has not 
been announced and a trade 
sale rather than a public 
offering of shares is possible. 

The FIA and the ICE are 
pressing for the stock 
exchange to require all com- 
panies to quantify potential 
risks in prospectuses for 
public offerings and yearly 
statements. Tbe Institute of 
Chartered Accountants of 
England and Wales backs 
annual statements of risk 
factors but has stopped short 
of calling for these to be 
specified in monetary terms. 

Chris Lewin. chairman of 
corporate finance of the 
Institute of Actuaries, said; 
“it is possible to quantify 
risk using actuarial tech- 
niques and the specialist 
knowledge of professionals 
such as civil engi- 
neers . . . that information 
would be of great value to 
investors, even if it only pro- 
vides a pointer.” 
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in Walk round any 
BAa medium -sized town in 
V i U Germany and yoa are 
likely to find a family-owned 
company that has become an 
international leader in an engi- 
neering niche. While most of 
these so-called Mittelstand com- 
panies have been closed to out- 
side investors up to now, increas- 
ing numbers are thinking of 
going public. 

The reason is that many of 
their owner/managers are reach- 
ing retiring age. with no obvious 
successors to whom the compa- 
nies can be passed on. Many are 
happy to cede control to the 
Investment groups sprouting In 
Germany to take over such con- 
cerns, especially since the Frank- 
furt stock market is booming and 
there are signs of an emerging 
shareholder culture. 

With an estimated DMIObn 
(f5.6bn) of buyout funds available 
in Germany for this type of busi- 
ness, much of it contributed by 
financial groups elsewhere In 
Europe and in the US. previously 
obscure Mittelstand companies 


Opening up the family treasure 


Ageing management is driving Germany’s Mitteistand companies to market, says Peter Marsh 


are starting to grab the attention 
of the more discerning private 
investor. 

Take Winkler and Dflnnebier. 
While hardly a household name, 
it has cornered the world market 
for envelope-production equip- 
ment Of the 400bn envelopes 
made globally each year, an esti- 
mated 60 per cent are produced 
on W and D machines. 

Last year, WandD's family 
owners sold 92 per cent of their 
stake to Doughty Hanson, a UK 
venture capital group - a deal 
that meant bringing in outside 
shareholders for the first time in 
the company's 85-year history. In 
May it floated on the Frankfurt 
exchange in one of Germany’s 
biggest offerings this year. By the 
start of June, it was valued at 
DM510m. 


Richard Schramm, an engineer- 
ing analyst at Trinkhaus & Burk- 
hard t, a DOsseldorf-based invest- 
ment house, believes Germany 
has between 200 and 300 family- 
owned engineering companies in 
leading parts of the sector which 
are moving towards flotation. 
Most, however, are hidden 
largely from view. “Up to now, 
the only people they have matte 
happy with their profits have 
been the families says 
Schramm. 

Among those that have issued 
shares recently are Stuttgart- 
based R. S tahl, a world leader in 
explosion-resistant heavy-duty 
switch gear, which floated a year 
ago and has seen its shares rise 
16 per cent; Wesumat, a big 
maker of car-washing equipment, 
which has recorded a similar 


increase since listing in Novem- 
ber; and Technotrims, the biggest 
supplier internationally of spe- 
cialist “dampening" devices for 
print machines, which went pub- 
lic this year. 

Investors keen on such issues 
can point to the examples of 
B5we Systec, GEA and Walter, 
three Mittelstandrtype companies 
that make paper-handling 
machines, food equipment and 
machine tool parts respectively. 
All quoted publicly for several 
years, their stock prices have 
risen strongly in recent months, 
reflecting the niche nature of 
their businesses and their rela- 
tive lack of exposure to. any gen- 
eral economic downturn that 
might be triggered by the Aslan 
crisis. 

Waiting in the wings, mean- 


while, are purveyors of other 
equally exotic technologies. 
Other German companies consid- 
ering listing in the next few 
years include KSssbohrer, the 
world's biggest maker of ski-slope 
maintenance vehicles; AHC Ober- 
fiflfjhenterfmik, a leader hr gal- 
vanising equipment; and Putz- 
meister. the world champion in 
concrete pumps. 

All these Mittelstand compa- 
nies have evolved from tradi- 
tional German strengths in tech- 
nical disciplines, plus a culture 
that has encouraged family own- 
ership and fro wned on people 
bragging too nuudx. about, their 
achievements. 

One reason for the spate of 
deals has been the economic 
upturn across much of continen- 
tal Europe. TTiis, together with 


the D-Mark's recent weakening, 
has had a marked effect on the 
whole of the German engineering 
industry. Europe’s biggest. The 
VDMA, the country's trade asso- 
ciation for engineering - compa- 
nies, gv pachs national engineer- 
ing output to rise 7 per cent this 
year, which would be lts biggest 
ann ual increase since- 1968; v^Vy'* 
Many MisteIMand:txm^0eE 
have been qhtd c ar 'fhatf. Bjggejr 
German companies ■- 
to be mnonised znope hsavfiyv- to; 
move to new, flexible wortdfig 
methods to increase cot n p eHtfvfc - 
nesft. , -■ 

But Olaf TOBce, an. engineering 
analyst at Merrill Lynch, -the 
New York temk, ' potato ou&'ISnrt 
while most Mittelstand- compa- 
nies have high techhatogScal 
skills, many need .an infusion of 
fresh* managers— often with new 
thinking derived from other 


industries - to mtte the most/tf 
.their potential. Anther cru#l 
point is the dagra to which the 
founding family etains influ- 
ence. even after a feting. Accord- 
ing to Thomas Sotytter-Henri- 
chsen, a partner in Alpha, a 
Franco-German investment 
group that takes stxes in Mittel- 
stand i “Investors Oen have to 
act like counsellorsto the [con- 
trolling! families, persuading 
them that it Is aceptable for 
them to let go.” 

- Many of the fences end up 
opting for a- halfwp- house in 
'^which leSs than bak the -shares 
1 are made available gbhdy. The 
families retain the mjortty. But 
.IhonBB.Krenz^haad g the Ger- 
-naan operations of Sdisoder Ven- 
turesftifaa ve ntu re crqtad grouty 
'says? tids .sort of ■■mamgesnemr! 


mjse in wfrichfew petite outside 
thef compttuy, awKt&ratimes 
those tnside as weB=are sure 
about* who' Is ’in Chant. Some- 
: times it can he better ‘Sv all .con- 
cerned, says Mr Krenz, the fam- 
ily withdraws complete!. 
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You keep 
the roses. 


Weworryabout 
the thorns. 




Modem ITsystems promise you the flexibility 
and speed you need to keep that crucial step 
ahead of yourcompetition.The breathtaking 
pace with which new technologies are being 
developed for distributed systems and com- 
plex network structures is opening up brand 
new freedom and a wealth of options for 
custom-tailored ITsolutions.The real world, 
though, shows that this new freedom also 
brings with it a host of new problems. 


Maximum system availabiTfly hinges upon compre- 
hensive support and cross-vendor know-how. Man- 
power and expertise that often enough exceed the 
capabilities of your own team. That doesn't have to 
be a problem for you, though, if you putyour trust m 
a competent partner who will stand by you right from 
the very beginning in planning, designing, deploying 
and operating your custom-tailored fT solution. A 
partnerwho will take the bothersome routine workoff 
your hands and letyou focus on yourcore business. . 


without the Thorns. 


- SoyDucanwncenfrgteonthec^ 
of ybiur market and leave the deployment 
and support of your systems and net- 
works to Siemens Nbcdbrf IT Service. 
Our specialists have the cross-vendor 
know-how that’s needed to assure maxi- 
mum availability of yowsystem^^ " 
nfbrajnformation, simply fax this ad to 
us at-f 49 - 89 r 636 - 4557 a Don't foiget ' 
to add your name and address! 


Siemens Nixdorf: User Centered Computing 
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overturned 
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European 

court 


EC law does not allow women to 
be dismissed from their employ- 
ment at any time during tbeir 
pregnancies for absences rantcj 
by pregnancy-related illness , the 
European Court held in a judg- 
ment. overturning case-law. 

The judgment concerned a dis- 
pute between Mary Brown and 
her employer Rentokil. In August 
19B0. Mrs Brown informed Rento- 
fefl she was pregnant. Shortly 
afterwards, she suffered a preg- 
nancy disorder which stopped 
her from working for the rest of 
her pregnancy. Her child was 
bom in March 1991, Under the 
terms of her worts contract, her 
employer was entitled to dismiss 
her if she was absent because of 
sickness for more than 26 weeks 
continuously. As that condition 
was fulfilled. Rentokil terminated 
her employment in J anuar y 1991. 

Mrs Brown brought proceed- 
ings against Rentokil, alleging 
her dismissal was contrary to the 
Sex Discrimination Act 1975. 
Those proceedings failed on the 
basis the European Court of Jus- 
tice had drawn a distinction 
between dis missal s on grounds of 
pregnancy and dismissals on 
grounds of illness attributable to 
pregnancy and therefore she had 
not been discriminated against 
Mrs Brown took the matter to the 
House of Lords which referred 
the matter to the European Court 
of Justice. 

The Court first noted the aim 
of the EC legislation - the 1976 
Equal Treatment Directive - was 
to put into effect the principle of 
equal treatment for men and 
women regarding access to 
employment, vocational training, 
promotion and working condi- 
tions. A fundamental provision 
prohibited all sex discrimination 
and guaranteed men and women 
the same working conditions. 

According to the Court's previ- 
ous case-law. the dismissal or a 
female worker on account of 
pregnancy, or essentially on 
grounds of pregnancy, could only 
affect women and therefore con- 
stituted direct discrimination on 
grounds of sex and was thus 
Unlawful. The same case-law 


found the Directive recognised 
the legitimacy of protecting a 
woman's biological condition 
during and after pregnancy and 
also erf protecting the special rela- 
tionship between a woman myt 
her child over the period which 
follows pregnancy and childbirth 

The Court held that the dis- 
missal of a woman during preg- 
nancy could not be based on her 
inability, as a result of her condi- 
tion. to carry out the duties 
Which she was contract uall y 
bound to carry out The Court 
found that if such an interpreta- 
tion were adopted, the protection 
afforded by -Co mmuni ty law 
would only be available to 
women who were able to comply 
with the conditions of their 
employment contracts, with the 
provisions of the Directive being 
rendered ineffective. 

Given that absences from work 
due to pregnancy-related disor- 
ders were essentially based on 
the £act of pregnancy. riigmi«aig 
for such absences were based on 
the fact that the individual 
worker was pregnant and were 
thus discriminatory and unlawful 
contrary to the provisions of the 
Directive. This finding over- 
turned previous Court case-law. 

The Court then also found, con- 
trary to its previous case-law, 
that where a wo man was absent 
owing to iiinwwR resulting from 
pregnancy or childbirth, and that 
illness arose during pregnancy 
and persisted during and after 
maternity leave, the woman’s 
absence from the start of the 
pregnancy to the end of mater- 
nity leave could not be taken into 
account for computation of the 
period justifying the woman's 
dismissal under national law. 
Absences occurring after mater- 
nity leave would be taken into 
account under the same condi- 
tions as a man's absence. 

The Court finally held that con- 
tractual terms such as those 
allowing an employer to dismiss 
an employee after a stipulated 
period of continuous absence 
were discriminatory and so 
unlawful if applied to pregnant 
women who were absent due to 
pregnancy-related disorders. 

Case C-394/96: Brown v. Rentokil 
Limited ECJ FC 30th June 
BRICE COURT CHAMBERS 
BRUSSELS 



PEOPLE ON THE MOVE 


Leadership 
reshuffle 
in Indian 
public sector 


Some of India's most powerful 
pubHc sector .corporations got new 
bosses last week following a . ' 
change at the top of Industrial 
Development Bank of hdia. .India’s 
biggest financial Institution. 

. A risto cratic jDBI chairman's H- . 
Khan retired bn Tuesday, -without 
knowing who fus successor would- 
be. It turned out to be Q P Gupta, 
foe Jovial chairman of Unit Trust of 
India-- himself an ax-IDBI man 
who spent 31 years in its project 
finance division. 

Gupta Is expected to encourage 
IDBl to take a more pro-ective role 
In encouraging corporate 
restructuring. Observers are 
watching for any hint that he may 
decide to take aver one of India's 
commercial banks. 

His acting successor at UT1, 
India's biggest mutual fund with 
assets of about Rs 200bn, Is P J 
Nayak, foe current executive 
trustee, and a favourite for the 
chairmanship. Nayak to Id the 
fntfan press ITU's flagship US 64 
fund had Invested too heavily In 
equities, and should atm for a 
holding of 50 per cent equity 50 
percent debt 

Meanwhile the dynamic B K 
Syngai, who piloted the issue of 
global depositary receipts for 
VWesh Sanchar Nlgam. India’s 
International telecoms group, and 
led plans for a joint venture 
regional telecommunications hub. 
was forced to resign as chairman. 

Syngai is rumoured to be foe 
victim of a lobbying campaign by 
disgruntled telecoms executives. 

He also made himself unpopular by 
pushing the government to honour 
its unfulfilled pledge of an 
autonomous board for VSNL. 

A Kumar, his number two and 
operations dkector, takes foe helm 
as chairman and chief executive. 

He has promised continuity - but 
will have some explaining to do to 
investors puzzled by SyngaJ’s exit 
Krishna Guha 

Swiss Post sets 
challenge for Braun 

Reto Braun, 57. must be hoping 
that he wifl have more success 
shaking up the marginally 
profitable Swiss postal service. 


than he did at Canada's Moore 
Corporation, the world’s biggest 
producer of paper forms. After four 
years as Moore's chairman and 
chief executive, Braun was 
dumped last October after a power 
struggle with big shareholders 
fretting at foe slow pace of 
progress. 

. On September 1, Braun returns 
'fo his Swiss roots as chief 
executive of Swiss Post 
Switzerland's biggest state-owned 
industry. It has a workforce of 
37,000, a network of 3,600 post 
offices, a growing banking 
business and a national bus 
service which carries more than 
90m passengere a year. With 
annual revenues of SFrS.5bn, it is 
about 50 per cent bigger than 
Moore Corporation and even less 
pro fi t a ble. 

Last year Swiss Post made its 
first profit since the second work! 
war, but this was afrrtost 
completely wiped out by last 
September's SFrS3m robbery of a 
Zurich post office, the biggest 
hold-up in Swiss history. Braun's 
role, apart from preventing similar 
hold-ups. will be to prepare Swiss 
Post for increasing global 
competition without upsetting the 
postal service unions. 

Gerhard Fischer, Swiss Post’s 
chairman, told foe Neue ZOrcher 
Zeitung foal his new chief will bring 
a "dynamic stillness which is just 
what we need bn a liberalised 
market”. That may help explain 
why Braun was not such a great 
success at Moore where profits fed 
by 65 per cent last year. 

However, unlike Jean-Noel Ray, 
Swiss Post’s previous chief 
executive, Braun has a strong 
international business background. 
Like Tony Rais, foe new chief 
executive of Swisscom, Swiss 
Post’s sister company, he used to 
work at IBM and made his mark in 
the US computer Industry. 

After Memorex, ITT Europe and 
Burroughs, he helped Gene 
Amdahl start up a microchip 
company. He then returned to 
Burroughs to help manage its 1986 
Sperry Unrvac takeover which led 
to foe creation of Unisys where he 
eventually rose to be chief 
operating officer. 

Will iam Hail 

Preussag raises 
tourism profile 

Preussag, the Hanover-based 
Industrial conglomerate, is 
reorganising its senior 


management to reflect its push into 
tourism, and to promote a 
non-German for foe first time to 
board level. 

Chairman Michael Frenzel has 
created an executive board of only 
four members, four fewer than foe 
old management board. Below the 
top level is a seven-strong team 
with responsibilities for each 
division. 

This second-tier includes Harold 
Sher, the British heed of 
Preussag's Amalgamated Metal 
Corporation subsidiary in London. 
Sher, 51 . trained as an accountant 
before joining AMC in 1973. 

The divisional teem will also 
reflect Preussag's expanding 
tourism Interests, which have been 
com bin ed under a new holding 
company Hapag Tourtsfck Union. 
This follows the strategic overhaul 
of the past year, which has seen 
Preussag selling its steel 
operations and acquiring Hapag 
Lloyd, the transport and tourism 
group, as well as a majority stake 
in Hanover-based Touristik Union 
International. 

Claus Wutfere, chairman of 
H£q»g Touristik Union, will 
represent tourism activities 
generating a turnover of DMlObn 
in the divisional managers team. 

Besides Frenzel, the executive 
board consists of Rainer 
Feuerhake, with responsibility for 
finance and accounts. Helmut 
StocB o ck, who takes charge of 
controlling, and Wolfgang 
Schuttze, looking after personnel 
and legal affairs. 

Ralph Atkins 

Biorck steps up 
at Autoliv 

Autoliv, the Swedish-US 
automotive components group, has 
named Hans Biorck as chief 
financial officer, replacing Wilhelm 
Kufl who Is to retire. The change is 
the latest in Autoliv’s senior 
management after its merger with 
the car safety business of Morton 
International of the US last year. 

Autoliv's chief operating officer in 
the US and its head of 
manufacturing quit just over a year 
ago in a disagreement about the 
allocation of managerial posts. 

Bibrck has worked as a 
consultant to Autoliv and other 
companies since leaving his post 
of chief financial officer of Esseite, 
the Swedish office equipment 
company, test year. 

He will start as group treasurer 
on September 1, taking over Kull's 


position as vice president finance 
and chief financial officer next year. 
Grog Mclvor 

Wohanka moves 
to WestLB 

Westdeutsche Landes bank 
Girozentrale has recruited Richard 
Wohanka (below) to head up 
WestLB Asset Management, a new 
unit which groups Its institutional 



Wohanka: gains new unit 

fund management activities 
worldwide. Wohanka was 
previously chief executive at Baring 
Asset Management 
His new unit will include West 
KA, WestLB's German institutional 
arm; Banque d'Orsay. its French 
private bank: quantitative 
investment specialist Quorum and 
West Merchant Bank. 


Moving 

places 


• Jack Little last week took over 
as president and chief executive of 
Shell Oil. succeeding Philip 
Carroll, who has retired. Mark 
Moody-Stuart took over as 
chairman after the retirement of 
CAJ Herkstroter. The company 
also appointed Steven Miller, a 
London-based managing director 
of Royal Dutch Shell, to its board. 

• US software giant Microsoft 
has appointed Jean-Frangois 
Hertz as treasurer and Scott 
Boggs as corporate controller. 
John Jolley and Brent Caifintcos 
become assistant treasurers. 

• Navistar, foe Chicago-based 
truck and school bus producer, 
has appointed Mark 
Schwetschenau as vice-president 
and controller. 

• Austrian National Bank 


president Klaus Liebscher has 
been appointed to the new rote as 
governor. The role incorporates the 
post of chief executive director, 
currently held by Adolf Wala, who 
becomes head of the supervisory 
board. Uebscher's deputy is to be 
Gertrude Tumpel-GugereiL 

• Manuel Otezabal has been 
appointed vice-president and 
managing director of Portugal’s 
Banco Esplrito Santo. He will load 
its Spanish subsidiary. 

• Cigna International, foe global 
operating business of the 
insurance and financial services 
group, has named James Ritchie 
as chief financial officer. He 
succeeds David Wood, who has 
retired. 

• Jeffrey Brooks has beat 
named chief operating officer of 
Banc One Credit Company. He 
joins from First Commerce 
Corporation of New Orleans. 
Lousiana. 

• American Pad & Paper has 
appointed James "Jay" Swent, 

47, executive vice-president and 
chief financial officer. He was 
previously with Cyrix Corporation. 

• Northern Telecom has 
appointed Ross Lau as group 
vice-president, wireless networks 
(Asia), Jay AM as vice-president, 
public carrier and broadband 
networks (Asia) and Barry 
Southern as vice-president, 
enterprise networks (Asia). Reg 
Bird becomes president of foe 
Asia South Pacific division. 

• Deutsche Bank has appointed 
Edward Carter, managing director 
and head of investment banking in 
the Americas, as president and 
chief executive of Deutsche Bank 
Securities. 

• Bemd Heinemann has joined 
BT Wolfertsohn. a division of 
Bankets Trust International as 
managing director and head of 
mergers and acquisitions for 
Germany. Austria end Switzerland. 
He was previously with UBS. 

• Dresdner Kleinwort Benson has 
recruited Conor Killeen from UBS 
as global head of equity capital 
markets. 

• Europay International has 
named Dag Fjortoft, currently 
deputy managing director of 
Europay Norway, as head of 
products and services. 

• Rabobank International, the 
international corporate and 
investment banking arm of the 
Dutch Rabobank Group, has 
appointed Brian Havfll global 
business manager of mergers & 
acquisitions. He joins from Paine 
Webber. 


MARKETING PROFESSIONAL SERVICE FIRMS 


When a jingle becomes 
an aural signature 


Jim Kelly has been listening In on the 
efforts of Andersen Consulting to develop 
its own brand by using music 


■■n The musical jingle in 
VuT advertising has never 
ml 1 1 been exactly classy 
but that could be about to 
change. Andersen Consult- 
ing has developed one - 
though it prefers to call it an 
"aural signature”. 

The firm will launch the 
tune later this summer as it 
increases global spending on 
brand development to SlOOm 
a year. It also has a new logo 
and typography to distance 
itseir from Arthur Andersen, 
its estranged sister firm. 

Andersen Consulting's 
efforts at branding are 
breaking new ground. “I’m 
pretty sure they are first in 
the field among professional 
firms. 1 think this is quite 
startling,'* says Robert Jones 
from Wolff Ol ins, the design 


and branding consultancy, 
in London. 

“Over the next 10 years we 
will see more of this. I think 
it is linked to the world of 
technology, which uses 
music. But It's abont the big- 
ger battle for share of mind 
- the battle to win mental 
real estate,” he says. 

Using a jingle to establish 
a brand with one of the most 
sophisticated audiences in 
the world - multinational 
executives - is not the same 
as aiming a brand at 
humble consumers. Mr 
Jones says. 

“Music can be very good at 
getting something amor- 
phous lodged in the mind. 
But it is very difficult to get 
a group of professionals to 
portray the same brand. 


What is it that this tune con- 
jures up in people's minds - 
what's the big idea it is sup- 
posed to stand for?" 

Andersen's current brand 
image is dominated by a rep- 
utation for efficiency and 
standardisation. True to 
form, the firm went to great 
lengths to make sure the sig- 
nature tune was just what 
they wanted. Homs were 
spent with ad agency Young 
& Rubicam which, in turn, 
relayed the specifications to 
several specialists in com- 
posing commercials. 

David Horowitz of Park 
Avenue, New York, won the 
contract. His company 
employs seven composers 
and credits include corporate 
scores for Coca-Cola, Inter- 
national Business Machines, 
Delta Airlines, and Euro-Dis- 
ney, as well as work for TV 
and film. Mr Horowitz's own 
credits are Impressive, 
including com poser-in -resi • 
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dence at the Arena Stage, 
Washington, and tours and 
work for the Jofirey Ballet 
and a gold disc - a disco LP 
of the early seventies called 
Sesame Street Fever. 

Mr Horowitz says Ander- 
sen Consulting had a clear, 
if complex, idea of what they 
wanted to say in music. “It 
had to be nimble and intelli- 
gent. They wanted it to 
reflect an ability to rally 
forces on a global basis. It 
should have a memorable 
quality which people would 
hear and know it is Ander- 
sen. There should be wit and 
irony and a sense of the 
unique. People would have. 
to enjoy hearing it over and 
over again. It was a tall 
order." 

Eventually he came up 
with a 60-second piece of 
music based on a simple 
melody. "It had a slightly 
nostalgic edge to it - the 
Gershwin era recall e d. You 
don’t hear that nowadays 
because people try to be con- 
temporary. I think this 
caught the tradition but 
updated it to the 90s and 
looked forward to the 
millennium." . 

The piece - which was 
developed into three sepa- 
rate 60-second pieces labelled 
original, jazz and classical - 
is complex and varied, bat at 
its core is a six-note motif. 
“It is built around a signa- 
ture phrase. The trick is to 
write a short, memorable 
phrase - what you would 
call a jingle, " Mr Horowitz 
says. 

James Murphy, Ander- 
sen's director of global com- 
munications. says the vari- 
ous styles of the tune were 
developed for situations 
where the firm already 
has music - videos, confer- 
ences. call- waiting and 
advertising. 

Among other professional 
firms, such as lawyers and 
accountants, Andersen's pio- 
neering move into the aural 
signature has raised a few 
smiles of superiority and 
deprecating remarks about 
jingles. But complacency 
would be misplaced: brand- 
ing among the biggest 
finns is developing quickly 
and Andersen has a 
knack of leading where 
others follow. 
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WORLD CUP 


BRAZIL V HOLLAND TONIGHT'S SEMI-FINAL 


Time for another 


dose of pitch fever 


Tim Vickery explains why World Cup football 
holds a special place in the Brazilian national soul 


The average crowd at games 
during last year’s Brazilian club 
championship were only 9,000 
strong. Supporters take the 
expression “fair-weather friends" 
to Its literal conclusion: not only 
do they stay away if the team is 
losing, a drop of rain is enough to 
keep them at home. 

Searches for football fever are 
freq ue nt l y disappointed in Brazil. 
But all that changes every four 
years when streets are decorated 
in yellow and green streamers and 
walls are painted with morals. 
Brazil lives for the World Cup. 
when citizens’ patriotic duty 
requires that every attack be 
accompanied by shrill yelling, 
every goal conceded to a chorus of 
low moans. 

The central role of the World 
Cup in Brazilian national life 
dates from 1950, when the country 
hosted the competition. South 
America’s giant was in the pro- 
cess of creating its own identity 
from the disparate strands of 
immigrants. A contemporary 
song, Aouarela do Brasil, opens 
with the words “Brazil, my Brazil- 
ian Brazil". Its writer, Ari Bar- 
roso, also doubled as a sports- 


caster, an office he abandoned in 
despair when his compatriots lost 
the 1950 World Cup. 

Because of a group format 
rather Than a one-off final, Brazil 
ram« to the last game needing 
only a draw to take the title. With 
perhaps *hp most talented team in 
their history, the hosts were seen 
as certain winners, and a vast 
crowd gathered at the new Mara- 
rana stadium to roar them home. 

But a H was not well in the Bra- 
zil camp- Before the game they 
had been moved from the out- 
skirts to the centre of Rjo de 
Janeiro, and, in an election year, 
their base became an open season 
for publicity seekers. They were 
showered with gifts proclaiming 
world champions. The capri- 
cious gods of football were not 
amused, and Uruguay came from 
behind to win 2-1. 

In a country onravaged by 
world wars, losing the 1950 World 
Cap continues to rank as the big- 
gest tragedy in Brazil’s collective 
consciousness. It is still possible 
to meet people who were at the 
Maracana that day and found the 
experience so traumatic that they 
have never returned. 


Swaggering pride immediately 
gave way to breast-beating pessi- 
mism. Brazilians were a mongrel 
race, no success could ever come 
from such impurity. The Uru- 
guayan captain. H was said, bad 
spat at a Brazilian, who was too 
cowed to react This story was not 
true, but Its popularity gives a 
powerful insight into the confused 
mindset of racial inferiority. 
Obdulio Varda was the supposed 
spitter and the leader of the 
“purer" and therefore more 
macho Uruguayans. But Varela, a 
giant in the midfield, was black, 
and no less resolute as a result. 

The Brazilian players were left 
to carry the burden of national 
humiliation. “I played for 19 
years," wrote Zizinho, the star of 
the feam. “I iron many titles, but 
like the others from 1950, I’m 
remembered as a loser." 

Zizinho and his supporting cast 
were not called upon for the 1954 
World Cup. when Brazil decided 
that if they had to lose they would 
at least go down fighting. The 
team, desperate to prove their 
machismo, kicked the Hungarians 
all over the field on the way to a 
4-2 defeat, and then continued the 
brawl in the dressing rooms. 

The racial inferiority argument 
was finally put to bed in 1958. 



THE TEAMS 


Midfield 
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hold 



Rying winger Qarrincha (toft) fa* m ulin g an opponent In an Intwnaflonal mstdi before the 1968 Wortd Ciy POpparfisto 


With the effervescence of the 
young black Pale »md the np> 
wing play of the Indian-descended 
Garrincha, Brazil proved they 
could be more than a for 

anyone. Their triumph in Sweden 
remains the only time a team 
have won the World Cup outside 
their own hemisphere, a feat the 
class of 1998 are anxious to repeat 
More than 1958, however, it is 
the 1970 win that sticks In the 
Brazilian mind. It was more than 
just the exhilarating footbalL For 
the first time, Brazilians could fol- 
low the games live on TV. But 
that Is not the whole story. The 
collective experience of watching 
the matches was framed in an 
ultra-nationalistic context 


A military government had 
seized power six years earlier. 
From 1968 the hard line had been 
in operation. Many in the student 
opposition movement hmt “disap- 
peared" thonnawda more we re 
in exile. In Pele and the boys. 
President Wwrfifa Garrastazti M6d- 
id seemed to have found eloquent 
spokesmen for the view that, 
despite the dissenting voices, Bra- 
zil was moving In the right 
direction. 

A few months before tte tourna- 
ment the ^OHirnnwiat ^eym pat-lrls - 
ing Joao Saldhana was o us ted as 
coach, as Brazil's leaders prepared 
themselves to t»iw foil advantage 
of the team’s success. "Brazil - 
love it or leave it" was the govern- 


ment's slogan. Cheering on the 
n a t ional team became almost an 
obligation. 

Giv en the qualify of the play by 
the team, it is no surprise that the 
hahtt stuck. 

Para Prente. Bra sil (F orward, 
Brazil) was a march written espe- 
cially for the 1970 finals in 
Mexico. The government soon 
picked up an the sang and used it 
remorselessly in its propaganda. 
Even now that democracy has 
returned to Brazil, the song lives 
an. The giant TV Gfobo broadcast- 
ing group uses Para Frtnu, Brasil 
as a theme to its football cover- 
age; to its banal strains a nation 
of will gaflwr roun d 

the TV and cheer an its team. 



DENNIS BERGKAMP PRIVATE MAN WITH AN EYE ON A PLACE IN HISTORY 


Dutch master’s strokes of genius 


Simon Kuper on Holland's unpredictable 
but highly effective scoring machine 

that Hornby, the author and 


“I suppose I'm not 
interested in scoring ugly 
goals." says Dennis Berg- 
kamp. Nor does he seem to 
care for heading the ball, or 
for passing it successfully to 
team-mates very often. 

Sometimes he spends most 
of the match s ulking about 
the referee. Every now and 
then, however, he does 
things that no one else ran 

His last-minute goal 
against Argentina, which 
took Holland to today’s semi- 
final. is the most recent 
example. Suspended in mid- 
air. looking over his left 
shoulder with a defender on 
his neck, he trapped a 45- 
yard pass from Frank de 
Boer dead on his boot, 
pushed the ball a yard to his 
left as be landed, and then 
chose the outside of his right 
foot to drive it into the Car 
comer. It was all ova: within 
a second. Similar Bergkamp 
goals have prompted Nick 


Arsenal fan, to ask: "Does he 
have three legs?" 

Arsene Wenger, Berg- 
feamp's coach at Arsenal, 
says the 29-year-otd forward 
is the footballing version of 
Michael Jordan in basket- 
ball. This is not true: if Jor- 
dan lest the ball as often as 
Bergkamp does we might 
never have heard of Nike, 
bis sponsor. However, there 
are some similarities. 

Bergkamp, like Jordan, 
has perfect haianra* His goal 
against Yugoslavia was typi- 
cal: another 45-yard pass 
from Frank de Boer, the 
usual pushlng-and-pulling 
with his m arker, who fells 
over, while Bergkamp stays 
upright and scores? And like 
Jordan, Bergkainp does 
things that no one else 
dreams of doing. 

It is as if he has three 
eyes, too. Earlier this World 
Cup the Mexicans were pass- 


ing around desultorily at the 
back when suddenly Jorge 
Campos, their keeper, was 
diving backwards to push 
the ball Just wide of his goal- 
post Bergkamp bad got in 
the way of a pass and from 
20 yards out bad instantly 
headed it at the furthest cor- 
ner of Campos' goal, with 
top spin. Earlier, he had set 
up Philip Cocu’s goal with a 
pass over the defence that 
surprised the whole stadium. 
Otherwise he did almost 
nothing all gam e and Johan 
Cruyff, the legendary Dutch 
footballer, graded Ids perfor- 
mance as "below zero”. 

Cruyff says that since 
Bergkamp can prodnee 
moments of genius, he Is 
obliged to do so. Cruyff 
demands that be also does 
the simple things right A 
few years ago Bergkainp was 
a more consistent, less 
extraordinary player. How- 
ever, the new Bergkamp 
appears to need to save his 
concentration for his Berg- 
kampesque moments. 


There are few clues in his 
family background to point 
to his genius. Bergkamp 
grew up in a happy, devout 
Catholic family in Amster- 
dam, the son of an electri- 
cian. He finished school with 
the equivalent of English 
A-leveb and began studying 
physiotherapy. He lived at 
home until his early 20s. and 
when 1 m bad enough money 
he built his parents a villa 
outside Amsterdam, com- 
plete with snooker table - he 
is a passionate player. 

Despite his success, he has 
not turned into an unhinged 
genius - a Diego Maradona 
or Vincent van Gogh. He 
lives with his wife and 
daughter in Hertfordshire, 
just north of London. A 
polite but private man, he 
likes the distance that 
people leave one another* in 
the south of England, where 
be may remain after he 
retires. Then, he says, his 
wife’s career as an interior 
designer will take priority. 

His life is so happy now. 


he says, that it is "like a 
B-movie". He gardens, reads 
John Orfaham and Agatha 
rrhri aria and watches John 
Cleese and Mr Bean. Among 
footballers, he is renowned 
for his dry wit He remains 
religious, and when he 
gniftfig alcohol an the breath 
of an Arsenal team-mate 
during traini ng he remarks 
an it- He does not believe 
that football is the most 
imp ort a nt thing in life. He 
would rather have had a tal- 
ent for helping people. 

His place in football his- 
tory is nnft of his Main inter , 
ests. Speaking of the Dutch 
World Cqp teams of 1974 and 
1978. he says: “I think of two 
lost finals and not of beauti- 
ful footbalL The world cham- 
pion gets into the history 
books, not the number two." 

He : will miss the "next 
World Cup, in Japan and 
South Korea In 2002, because 
of his fear of flying, so he 
desperately wants to win the 
trophy this year. But then, 
so do most players. 


Ibis should have h tmfb* 
final- Brazil* ^ 

canaries, have m 
gifted players in toe 
Cop, while Holland turvk&si 
most fluent team. Bofli fifoS 
play aiim*i n g footbalL 

It is too dose to caB - 
perhaps Brazfl by the gfaor frv 
est of heads - taft what 
certain is tha t wffif fo wjttaj* 
Bxfaldo and Dung* mwJiug ' 
Dennis Bergkamp* Phffip, 
Coca and the de Bov twite, * 
this is the most impressive ; 
gathering of the toonxa- . 
meat . - V 

When Brazil and Banted : 
met in the qurbeflint hut 
1994, the Brazilians yrinres 
b et t er than their 8-2 ”^1*" ■* 
of victory suggested-Yet 
tonight could be ctSfiMBteLr- 
Bergkamp, the de Booat:**d>~ 

WtaJbnk, who aH played in . 
1994, are -at thefc peal c& nw . ^ 
MeaowhSe, Brazil hdnrlost • ' 
Jorginho, Branco,- March*- 
Santos and Remarip. •»•••:* 

The main weakness or-’- 
both teams to tat Ubdi Jto-r 

Brazil's r e a rg ua r d , Aldftipte^ 
getting old -wMW^Rntfbr^ 
Batons is dunsy adapt fb 
lose concentration naaMfce-n 
end. Farther forward,-* 
Donga no longer comm* the. ^ 
ground he did and 
back Cafu Is — ptaM . Ze ,; 
Carlos win steb in. 

Holland's back four tow * - 
peAqs even msVsngdt' 
Bight-back MHiael Befitiger - 
is not a playto for tide leM. 

In the centre, Frank deBOer^ 
is a brilliant passer hid not - 
a man-marker, whffe JaapT 
Siam has not coped agrito’- 
the world’s best forw a r ds . ~ ,T 
At left-back, Holland lack 1 
the suspended Arthur 
Human. Winston Bogarde,'* . 
the likely repIaoftmenV 1 
broke his ankle in inhhg ' 
on Sunday, -so Cocu wrigfct 
now fill in. 

Perhaps the key to this 


If Dunga and Cesar Ssmpaio 
can provide passes far Ron- 
aldo and Bebete, Brazil 
should win. Yet the inform 
Edgar Davids covers more 
ground than Donga and 
Sampaio combined. If he 
wins the nddfldd, Holland 
should win the rnatch,- 
becanse there is only one 
Dennis Berg ka mp. 

• Rinns Michels, a rc hi tect 
of Holland’s “Total Foot- 
ball" team of the^97us, is 
recovering in Marseilles 
after a heart attack. He col- 
lapsed after Saturday's 
Holland-Argentina game. 


Simon Kuper 


TOURNAMENT INNOVATIONS THE SERIOUS AND THE FRIVOLOUS 


From ball boys to golden goals - did the changes work? 


Patrick Harverson steps back from the action to assess the new ideas tried out at France 98 


No previous World Cup has had 
as many innovations introduced 
at once as France 98. 

The ideas making their World 
Cup debut have ranged from the 
serious, including instructions to 
referees on dangerous tackling 
and the introduction of “sudden 
death” extra-time, to the frivo- 
lous, such as playing rock music 
after every goal The latter was 
reportedly introduced at the 
behest of Michel Platini, the for- 
mer French captain and presi- 
dent of the French organising 
committee, and may not be seen 
(or more importantly heard} 

a gain. 

Fifa, the sport’s governing 


body, is understandably reluctant 
to pass judgment yet on whether 
the innovations at France 98 
have unproved the quality of the 
football and the tournament It is 
possible, however, to make some 
initial assessments. 

Although the decision to 
increase the number of teams 
had more to do with Fife politics 
than with creating a better World 
Cop, some of the debutants (and 
their fens) have made a positive 
impression. Japan put in some 
sterling performances and will 
have learned useful lessons for 
when they co-host the 2002 finals. 
Jamaica and South Africa added 
diversity and a splash of colour. 


and Croatia have reached the 
semi-finals. It could be said that 
like the Olympics, the World Cup 
has grown too unwieldy for its 
own good. But given the commer- 
cial implications or returning to a 
smaller tournament this gargan- 
tuan event is unlikely to shrink. 

The most controversial innova- 
tion has been the crackdown on 
tackles from behind. Fifa may 
insist it was not a new rule - 
merely a reinterpretation - but 
the players, coaches and fans 
have treated it as such. In afford- 
ing greater protection to attack- 
ing players, the new guidelines 
have succeeded. Gerard Houllier, 
Fife’s technical director, believes 


the clampdown on tackles from 
behind has led to more goals 
being scored from through balls. 
Christian Viari's for Italy against 
Austria in the second round is a 
case in point It has also helped 
players who run with the ball at 
defences: in previous World Cups 
Michael Owen’s superlative effort 
for England against Argentina 
might well have ended with a 
foul, not a stunning goal 
On the debit side, too many red 
cards have been given where the 
offences deserved only yellow 
cards, and too often games' have 
been ruined by unnecessary dis- 
missals. Hie players - admittedly 
most of them defenders - point 


out that physical contact has a 
role in the sport and axe not 
happy. Given the popularity of 
stars such as Owen, Ronaldo and 
Zinedine Zidane, however, Fife 
win believe its war against dan- 
gerous tackles is a just one. 

The jury is still out on the 
golden goal. It has only been 
needed once, in France’s victory 
over Paraguay. The coaches hate 
it and would rather go out on 
penalties - not least because 
then they can claim not to have 
lost the game. The sense of dislo- 
cation in Lens when the match 
abruptly ended m mid-flow sug- 
gests it may take some getting 
used to. Fife is not yet convinced 
that the golden goal works, but 
in the absence of any better alter- 


natives, sudden-death is probably 
here to stay.. 

As for changes in officiating, 
the new system uses a fourth offi- 
cial at the side of the pitch to 
hold up a board displaying the 
amount of injury time to be 
played at the end of each half. 
This tneane everyone, and not 
just the referee, now knows how 
modi time is left before the final 
whistle. The referee’s armband, 
which vibrates when a linesman 
wants to gain his attention, has 
improved communication during 
the game. 

Finally, one long overdue ini- 
tiative borrowed from rugby has 
been the introduction of pitch- 
side ball boys. TO increase the 
amount of time the ball is in 


play, Fife sanctioned the use of 
ball boys , to ensure that when a 
ball goes out. It, or a repla 
merit Is immediately returned 
the pitch. 

This idea is splendid in theocy. 
However, in practice the detiatm’ 
by the French organisers .to 
employ eight-year-olds, appar- 
ently suffering from attention 
deficit disorder, meant that 
on too many occasions play has 
proceeded with two balls on the 
pitch st ance. 

Given football’s current, fash--, 
ion for innovation there is a ana- 
picion that this is a clever .idea , 
designed to increase the number 
of goals. However, even with two 
balls , France's inept forwards f 
would still struggle to score. 
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THE ARTS 


ART BP PORTRAIT AWARD 

Changing 
face of 
the young 
contenders 


Bill Packer evaluates a worthy but 
unspectacular year for the under 40s 


* a curious turn in the 
social history or British art. 
just as one door closes, 
another opens for some con- 
siderable time. 

It is now nearly 20 years 
since the National Portrait 
Gallery initiated its annual 
Portrait Award for artists 
under 40. Sponsored initiall y 
by John Player and through- 
out the 1990s by BP. its 
almost immediate effect was 
to restore the portrait as 
both discipline in itself and 
legitimate subject for the 
young contemporary painter. 

There is nothing like a 
decent prize, in this case 
£HL00Q and the possibility of 

further £3.000 Tor a com- 
missioned work, to say noth- 
ing of the minor awards, for 
concentrating the mind. And 
so the Portrait Award 
remains with US, a firm fix- 
ture in the calendar, with 
each new selection full of 
interest even when, as this 
year, it is more worthy than 
spectacular. To call this an 
average year is no more than 
to say that the average has 
been kept up. 

The curiosity in all this is 
that while we see the por- 
trait thus rescued from the 
margin to which the ortho- 
doxies of academic modern- 
ism had seemed to consign 
it, we also find that what we 
it have thought its natu- 
Champion in British Art. 
the Royal Academy, has 
turned against it There has 
been no election of a portrait 
painter in a generation, and 
in this year's Summer Exhi- 
bition, perhaps for the first 
time in its long history. 


there is not a single board- 
room portrait If there was. I 
missed it 

Such a shift can only 
make the institutions com- 
mitted to the portrait all the 
more important It is partic- 
ularly helpful, therefore, 
that this year, for the first 
time, the Royal Society of 
Portrait Painters as a body 
should have been brought 
within the orbit of the NPG 
and its Portrait Award, in a 
selection from its own recent 
Summer Show hung close 
by. Artists, too. grow older, 
and the society Itself has 
been conspicuously reinvigo- 
rated in its membership over 
recent years by graduates of 
the Portrait Award. 

Indeed, one newish mem- 
ber of this group. Antony 
W illiams , painter a year or 
two ago of by far the best. If 
still inevitably controversial, 
of recent portraits of the 
Queen (remember the 
hands), is stiD young enough 
to be showing in both. His 
strong, three-quarter length 
of Giles Slaughter, while not 
among the winners, shows 
that the academic portrait of 
a man in a suit can still be 
done well. Others to note in 
the society’s group are Tom 
Coates. Hans Schwarz, Mich- 
ael Reynolds and, most espe- 
cially, Daphne Todd, for her 
portrait of James Partridge. 

Within the Portrait Award 
itself, there seems to have 
been a resurgence of photo- 
based work, which is a pity. 
There is nothing wrong in 
principle in using photo- 
graphic reference - most fig- 
urative artists do so when- 



Commendation: ‘Sdf-Portraft* by Jufia Wilson 


ever necessary or useful - 
but without the primary, 
essential relationship 
between artist and model, 
the whole exercise would 
lose much of Its point An 
image is one thing, a true 
likeness another. That said. 


there is less self-conscious 
eccentricity than has some- 
times been the ca se , which 
can only be a good thing. 

And the prize winners and 
commendeds are. on the 
whole, as strong as ever, 
though 1 would have rather 


have gone far either of two 
self-portrait heads, by 
Frances Barden (runner-up) 
and Julia Wilson (com- 
mended), the one quite 
small, the other disconcert- 
ingly several times life-size, 
than the actual winner. But 


OPERA GLYNDEB0URNE/SIM0N BOCCANEGRA 


Hall sets sail in dignified vessel 


The problem with Glynde- 
bourne. ) was told by a 
group of German critics in 
1985, was that the produc- 
tions were so conservative 
there was no reason for 
going there. 

Since then, of course, the 
genual style of production 
at the festival has changed 
considerably. But any waver- 
ing German journalist who 
is thinking about coming 
over for the new Simon Boc- 
jxznegra would probably do 
JKest to trade in the air ticket 
fin* a Deutsche Bohn return 
to some iconoclastic evening 
in Essen or Dortmund. 

This Verdi staging - no 
doubt to the relief of many 
Glyndebouroe regulars - is a 
throw-back to opera in Sus- 
sex a decade or more ago. 
First, ft brings back Verdi, a 
composer who has given 
way to Handel and Rossini 
in the 1990s: and second, it 


marks the return of Peter 
Hall. Glyndeboume’s former 
artistic director. For reasons 
that are unstated. Hall was 
dissatisfied with bis earlier 
production of Simon Boccan- 
egra - the first at Glynde- 
boume - in 1986. and has 
elected to have a second shot 
at it 

His rethink delivers a 
straightforward and digni- 
fied production. Where it 
achieves distinction, the cat- 
alyst is a palpable sense of 
atmosphere. John Gunter 
has supplied designs that 
manage to capture both the 
shadowy world of scheming 
power politics in 14th 
century Genoa and the ever- 
present azure glint of the 
sea. The set opens and 
closes at the back like the 
towering bulkhead of a 
mighty ship. 

Unfortunately. Hall’s work 
with his principal singers is 


less interesting. It may be 
unfair to compare this pro- 
duction. with the unforgetta- 
ble Simon Boccanegra of 
Strehler that the La Scala 
company brought to London 
in 1976, but the peaks of the 


The set opens 
and closes at the 
back like the 
towering bulkhead 
of a mighty ship 


drama that were so uplifting 
there - the heart-breaking 
reunion of father and daugh- 
ter, the hair-raising cursing 
of Paolo - went for rela- 
tively little in Hall’s worka- 
day staging. 

Nothing is wrong or per- 


verse about what he has 
done. But an English inclina- 
tion to underplay the emo- 
tions can leave Verdi seem- 
ing pallid, even in a theatre 
as intimate as Glynde- 
boume. 

The festival found itself in 
the unhappy position or hav- 
ing to wave goodbye to its 
booked international tenor, 
Michael Sylvester, the tenor 
engaged to sing Gabriele 
Adorno, in favour of an 
unknown shortly before the 
opening night The Norwe- 
gian tenor Teije Andersen is 
lithe and young, if not quite 
the Stefan Edberg lookalike 
who had been promised, and 
he sang decently enough to 
justify his place. 

The weak link instead was 
Giancarlo Pasquetto in the 
title-role. While it may not 
be inappropriate to have a 
baritone with sea-grit in his 
tone for the role of the Geno- 


ese corsair, Pasquetto hit a 
bad patch before the interval 
that left him singing flat 
through the whole of the 
Council Chamber scene. 
Later performances will tell 
whether it was just first- 
night nerves. Peter Sidhom 
was a tough Paolo and Alas- 
Cair Miles rather more than 
that as Fiesco, a cultivated 
bass who wants only the last 
ounce of patrician arrogance 
to create the maximum 
impact 

With Sylvester having 
departed, Elena Prokma was 
left as the biggest name on 
stage and her unfailingly 
sensitive singing as Amelia 
did not disappoint Although 
her voice has too much of a 
Slavic edge to sound truly 
Italian, a combination of 
unforced projection and 
lovely soft top notes should 
propel her to the top of the 
middle-weight Verdi league. 


then an open-prize exhibi- 
tion is always one which 
should have been won by 
someone else, and Thomas 
Watson’s large winner, 
“Jude", with its scarlet- 
sbirted hero striking a some- 
what histrionic pose in a 
multi-coloured kitchen, is a 
bright and striking thing, 
juicy in the paint and unin- 
hibited in the handling. 

Clive Smith's large full- 
length. of a long-haired, 
oddly ambiguous youth sit- 
ting in a boxed -off corner of 
a bare white room (third 
prize), is an admirably sus- 
tained “homage" to Freud. 
Nicholas Archer’s “Kim" 
(commended), a young 
woman in a grey woolly hat 
and scarlet jerkin, hints at 
the sharp clarity of Flemish 
or early German painting, 
and would have been the 
more convincing bad it been 
painted on a panel than on 
canvas. Akash Bhatt. winner 
cf last year's Travel Award, 
has a special display of the 
work ha brought back from 
Fyl - a genially exaggerated, 
strongly stated, anecdotal 
expressionism. 


An open-prize 
exhibition is 
always one which 
should have been 
won by another 


Of those making up the 
field, I particularly noticed 
Paul Abbott’s rather old- 
fashioned, well-modelled 
head. Matthew Batt’s odd 
little fauvist self-portrait, 
and Nicola Beal’s strangely 
anxious expressionist study. 
Francis Terry's large conver- 
sation-piece, of “Clare and 
Simon” sitting at a bare 
table In a strongly lit and 
empty cellar, was clearly 
unlucky not to be at least 
commended, and Michael 
Checketts’ image reflected in 
the window of a London 
train has a fussy intensity to 
it that is entirely convincing. 


The BP Portrait Award 
1998: National Portrait Gal- 
lery. St Martin’s Place WC2, 
until September 27. then on 
to the Aberdeen Art Gallery: 
sponsored by British Petro- 
leum. The Royal Society of 
Portrait Painters - a new 
display: National Portrait 
Gallery, until September 27. 


Through her the drama 
came alive. 

Admittedly, few sopranos 
in this opera have the advan- 
tage of such a helpful accom- 
paniment to their aria. 
Thanks to gracefully 
detailed playing from the 
London Philharmonic Orch- 
estra tnd Mark Elder’s 
exhaustive rehearsal, the 
strings really did sound like 
the rustle of a breeze, the 
woodwind solos like birds 
singing in the trees: and 
when Verdi calls For a dra- 
matic sweep to the score, the 
performance had drive as 
welL 

The serious money is on 
Elder to be Glyndeboume’s 
next music director. If be 
does take over, he will hope 
to preside over more compel- 
ling productions at the festi- 
val, hut this able and uncon- 
troversial Simon Boccanegra 
makes at least a solid 
grounding. 

Richard Fairman 

Sponsored by N.M. Roths- 
child and Sons Ltd. 


OBITUARY ROY ROGERS 

The flexible 


King of 
the Cowboys 


Since the late 1970s. the 
Western has been a despised 
or at least a neglected genre. 
It seems hard today to imag- 
ine a world In which some- 
one could establish himself 
as an international celebrity, 
not merely as a star of West- 
erns but as a star of that 
long-dead sub-genre, the 
musical Western. 

Roy Rogers was not only a 
leading player in several 
media but invested his earn- 
ings from these, shrewdly 
budding up a vast personal 
fortune. Rogers, who has 
died aged 86. appeared along- 
side bis second wife Dale 
Evans in a succession of 
B-Westerns (be rarely made 
any other kind of film), as 
well as on radio and televi- 
sion. Yet it is with two other 
figures with whom he will 
always be more closely asso- 
ciated: Gene Autry and Trig- 
ger, his faithful four-legged 
friend, nicknamed "the 
smartest horse in the mov- 
ies". 

Rogers, born Leonard 
Franklin Slye in Cincinatti. 
Ohio on November 5 1911, 
worked in a shoe factory 
before moving to southern 
California as a fruit-picker in 
1929. There he began to find 
employment as a singer, 
first, assuming the stage 
name Dick Weston. He 
moved on to a variety of col- 
ourfully named singing cow- 
boy groups, among them 
Rocky Mountaineers and 
Cactus Mac and his O-Bar-O 
Cowboys. 

He achieved his first taste 
of fame on the radio with the 
Pioneer Trio, which he 
expanded into The Sons of 
the Pioneers. From there he 
moved tentatively into films 
as a bit player in 1935. His 
third film. Tumbling Tum- 
bleweeds, was directed by 
Joseph Kane, who worked 
almost exclusively in 
B-Westeims and for whom 
Rogers would make dozens 
of films. Indeed, of the more 
than 100 films Rogers made, 
all but a dozen were directed 
by one of -just three men: 
Kane, Frank McDonald and 
William Witney. 

The star of Tumbling Tum- 
bleweeds was Gene Autry, 
whose mantle as “King of 
the Cowboys" Rogers would 
assume by the early 1940s. In 
1937, Rogers was given a 
contract by Republic films, 
the leading producer of 
cheap cowboy pictures, and 
made his debut as a leading 
performer the following year 
in Under Western Stars. Over 
the next dozen years, Rogers 
became a reliable and bank- 
able film actor and turned 
out a stream of films all with 
the same staple ingredients. 
As the star, be embodied 
decency, and his vehicles 
were simple morality tales in 
which good would inevitably 
triumph over evfl with little 
violence, rare fatality, and 
no blood. 

Alongside regular love-in- 
terest Dale Evans were his 
sidekicks Gabby Hayes, Trig- 
ger the horse and Bullet the 
dog. With usually only a 
couple of songs per film, 
these elements ensured a 
success that saw a magazine 
of cinema operators vote 



Roy Ropers: a neglected 


genre 

Rogers the most popular 
Western star for 12 consecu- 
tive years between 1943 and 
1954. 

With the fading popularity 
of this cinematic genre in 
the early 1950s. Rogers 
showed his flexibility and 
business acumen by shifting 
into television, with his 
series The Roy Rogers Show 
repeating his big screen suc- 
cess. The Roy Rogers Show 
had already been on the 
radio since 1948 and both 
would run profitably until 
1957. He continued to make 
film appearances, most nota- 
bly in a mood of gentle 
self-parody alongside Bob 
Hope and Jane Russell in 
Son of Paleface (1952). He 
would be tempted back on to 
the big screen briefly in the 
mid-1970s, but by then had 
long since earned enough to 
enable a luxurious retire- 
ment 

In the mid-1950s, Rogers 
bad begun to invest in televi- 
sion and radio himself Over 
the years his business 
empire took in clothing, 
museum, a chain of restau- 
rants, real estate, cattle and 
horses. When be and Evans 
opened their museum of 
Rogers memorabilia in Apple 
Valley, California, in 1967, 
one of the chief exhibits was 
the stuffed, rearing figure of 
Trigger. Rogers’ personal 
wealth has been estimated at 
up to 8100m. 

Today Roy Rogers films 
are occasionally shown in 
retrospective seasons but 
rarely crop up an television. 
The Elms are largely inter- 
changeable, despite the feet 
that Rogers occasionally por- 
trayed real-life Western 
heroes like Buffalo Bill 

These movies were being 
made during the 1940s and 
1950s when directors like 
Anthony Mann and Budd 
Boetticher were beginning to 
test the limits of the genre, 
making more realistic West- 
erns that explored dark 
areas of the American 
psyche. Rogers had a natu- 
rally amiable persona and be 
became the perfect embodi- 
ment of a simpler time that 
never existed. Few people 
under the age of 40 could 
name a Rogers' Western, and 
yet be remains, along with 
his horse, an instantly recog- 
nisable figure. He was. in his 
esoteric field, “the King of 
the Cowboys". 

Kail French 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

EXHIBITIONS 

Rtyksmuseum 

Tefi 31-20-673 3121 
Drawings from the Golden Age: 
x sp ecie! display of 100 17th century 
nputeh drawings, organised to mark 
the publication of the first of a 
series of catalogues: Highlights 
toetude the first landscapes by 
artists such os Visscher. Van der 
Velde and Van Gogen: to Jui 12 

Stedetfjk Museum 

Tel: 31-20-5732911 
www.stodefyk.ni 

Kathartna Severing Retrospective 
1967-1997: major display of 
photographic works by the German 
artist; to Jut 12 


BARCELONA 

-EXHIBITION 
VfondaekS Joan Mir6 

Tel: 34-93-329 1908 

www.bcn.fjmiro.es 

Private negatives, pubfic fictions: 

100 photographs from the 
cofleetton at the Muste National 
d*Art Modems in Paris. Includes 
Works by Robert Doisneau. Dora 


Maar and Man Ray. to Jut 12 


BERLIN 

DANCE 

Staatsoper enter den Linden 
Tel: 49-30-2035 4555 
wmtotaatsoper-bertlo.org 
Swan Lake: new staging by Patrice 
Bart, with designs by Luisa 
SpinatelR; Jui 10 


BRUSSELS 

DANCE 
La Mormaie 

Tel: 32-2-229 1211 
Ballet Frankfurt: in works by 
choreographer William Forsythe: 
Jut 8. 9, 10. 11.12 


FLORENCE 

OPERA 

Teatro Comunale 
Tel: 39-055-211158 
www.maggiofiorentlno.cofn 
La Bohdme: by Puccini. Conducted 
by Semyon Bychkov in a staging 
by Jonathan Miller; Jui 7. 8, 9 


GLIMMERGLASS 

OPERA 

Alice Busch Opera Theater, 
Cooperstown 

Tel: 1-807-547 2255 

• Falstaff: by Verdi. New 
production directed by Leon Major, 
with sets and costumes by John 
Conklin and lighting by Pat ColDns. 
Baritone Stephen Powell sings the 
title role. The conductor Is George 
Manahan; Jid 11 

• Tosca: by Puccini. New staging 
by the team responsible for last 
year's Madams Butterfly director 


Marc Lamo8, set designer Michael 
Yoaiyan, costume designer 
Constance Hoffman, lighting 
designer Robert Wierzel and 
conductor Stewart Robertson; 

Jui 12 


GLYNDEBOURNE 

OPERA 

Gtyndeboume Festival Opera 
Tel: 44-1273-815 000 
Rodelinda: by HandeL New 
production directed by Jean-Marie 
Vlliggier, with sets by Nicolas de 
Lajartre and Pascals Cazates. With 
the Orchestra of the Age of 
Enlightenment conducted by 
WJItam Christie; Jui 12 


GRAZ 

DANCE 

Opemhaus 

Tel: 43-316-80080 
Kirov Ballet in a three-week 
season: performances in the next 
week of Swan Lake (Jui 7), a 
Fokine evening {Jui 10). La 
Bayadere (Jui 11) and The Sleeping 
Beauty (Jui 12, 13) 


LONDON 

CONCERT 
Barbican Hafi 
Tel: 44-171-638 8891 
Carmen: by Bizet Sir Colin Davis 
conducts foe London Symphony 
Orchestra in a concert 
performance, with soloists 
Including Okja Borodina and Jos£ 
Cura; Jui 12 

EXHIBITION 

Royal Academy of Arts 

Tel: 44-171-300 8000 


ChagaH; Love and the Stage. A 
series of monumental mural 
paintings created in 1920 for the 
State Yiddish Chamber Theatre in 
Moscow wifl form the centrepiece 
ot this exhibition. Painted during a 
turbulent period, the recently 
restored paintings, never before 
seen by the British public, w® be 
shown alongside preparatory 
drawings and sketches; to 
Oct 4 


MILAN 

OPERA 

Teatro afla Scala 
Tel: 39-02-88791 
wwwJascaJa.rndano.it 
Lucrezta Borgia: by Donizetti. 
Conducted by Gianiuigi Geknetti In 
a staging by Hugo De Ana Casts 
vary; look out for Rente Fleming; 
Jui 8. 9,11,13 


MUNICH 

CONCERTS 
PhHhamnonle Gasteig 
Tefc 49-89-5481 8181 

• Munich Philharmonic Orc h e s t ra 
conducted by Asher Ftsch in works 
by Stravinsky, Gershwin and 
Bernstein; Juf 8 

• Munich Phitoarmonic Orchestra* 
conducted by Jun MSrkJ in works 
by Brahms. Mahler and 
Schoenberg. With soloist Barbara 
Hendricks; Jui 13 


OTTAWA 

EXHIBITION 

National Gallery of Canada 
Tet 1-613-390 1985 
Picasso: 100 works on loan from 
toe Museum of Modem Art in New 


York. Spanning Ws career, toe 
broadly chronological display 
includes paintings, drawings, prints 
and sculptures produced over 
seven decades; to Jui 12 


PARIS 

OPERA 

Optra National de Paris, Op6ra 
BastiBe 

Teh 33-1-4473 1300 
La Traviata: by Verdi. Production 
directed by Jonathan Mfller and 
conducted by James Cordon. Cast 
includes Ramon Vargas; Jui 7, 

10, 13 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Streetwise: 10 yearn of party, 
dance and house culture. 
Multimedia presentation designed 
to present an overview of this 
youth culture, originated In 
Chicago to the 1980s. Includes 
clothes, flyers, projections and 
sound e ffect s ; to Sep 20 


SAN FRANCISCO 

EXHIBITION 

San Francisco Museum of 
Modem Art 

wwwsfm o ma.org 

Sargent Johnson: African-American 
Modernist. Over 60 works by the 
Bay Area artist and sculptor to 
Jui 7 


SANTA FE 

OPERA 

Santa Fe Opera 


Teh 1 -505-986 5900 
vnvw4iantafeopBia.org 

• Madama Butterfly; by Puccini. 
Revival conducted by John Crosby 
and directed by John Copley; Jui 
8. 10 

• The Magic Flute: by Mozart 
New production by Jonathan 
Miller, with sets by Roni Toren and 
costumes by Judy Levin. Cast 
includes Sheri Greenawakf; 

Jui 9,11 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tet 49-131-567 080 
NDR-Sinfonieorch ester conducted 
by Gunter Wand in Bruckner's 
Symphony No. 5; LQbeck, Musik- 
und Kongreshalie; Jui 10. 1 1 


STUTTGART 

OPERA 

Staatsoper Stuttgart 
Tel: 49-711-202090 

• Alcina: by Handel. New 
production by Jossi Wieler and 
Sergio Morabito, conducted by 
Alan Hacker, with designs by Anna 
Viebrock; Jui 10 

• Tosca: by PucctoL New 
production by WlUy Decker, 
conducted by Lothar Zagrosek 
with designs by Wolfgang 
Gussmann; Jui 8 


TORONTO 

EXHIBITION 

Art GaBery of Ontario 

Tat 1-416-979 6656 


Victorian Fairy Painting: exploring 
toe fascination with fairies and toe 
supernatural which took hold of 
artists and writers in Britain from 
the early 19th century to the 
outbreak of the First World War; to 
Sep 13 


VERONA 

OPERA 

Arena (fl Verona 
Tet 3990-800 5151 
www.arenaJt 

Un Balk) in Maschera: by VerdL 
New production by GiuBano 
Montakfo with sets by Luciano 
Ricceri. Conducted by Darnel Oren; 
Jui 11 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received to western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN Int ern ational 
Monday to Friday. GMT: 

0&30: Moneytlne with Lou Dobbs 
13-30: Business Asia 

1930: World Business Today 
22 .00: World Business Today 
Update 

• Business/Marfcet Reports 
05:07; 06:07; 07:07; 0820; 0920; 
10:20; 11:20; 11:32; 122Q; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as toe 
London market opens. 
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MARTIN WOLF 


Euro’s world test 

If the euro is to be a reserve currency, Europe will have to 
provide assets to the world, as the US does. Is Europe ready? 


Is the earo going to be a 
serious rival to the dollar? 
French policymakers hope It 
will; most Americans 
assume it will not Larry 
Summers, deputy secretary 
to the US Treasury, is not 
alone in arguing that “the 
dollar will remain the 
primary reserve currency for 
the foreseeable future". 

Robert Mundell of 
Columbia University, father 
of the theory of optimal 
currency areas, thinks US 
complacency is mistaken. 

For him, the introduction of 
the euro Is at least the most 
significant international 
monetary development since 
the dollar replaced the 
pound as the dominant 
International currency 
during the first world war. 
Arguably, it “is the most 
important event since . . . the 
rise of the gold standard in 
the iSTOs" * 

Consider three questions. 

• Could the euro become a 
global currency? 

• What will determine 
whether it does? 

• What impact might its 
emergence have on the 
world economy? 

For a currency to achieve 
widespread use as an 
international means of 
exchange and store of value 
it must be liquid and safe. 
Liquidity is created by the 
breadth and depth of 
markets in which it is used. 
Safety depends on its 
monetary soundness and 
underlying political stability. 
The latter is particularly 
important for paper money, 
which tends to lose all value 
if the issuing state collapses. 

The gross domestic 
product of the initial 
11-member euro-zone is only 
80 per cent of US GDP. But 
the addition of the UK and 
the other three outsiders 
(Denmark, Greece and 
Sweden) would make the 
area as big as the US (see 
table). As for monetary 


stability, that Is certainly 
what the European Central 
Rank will try to deliver. 

The big doubt is political. 
The authority issuing the 
euro is far more likely to 
disappear than the US 
government Outsiders 
might well need time or 
evidence of further 
integration before putting 
their faith in the euro - 
though the fact that Italian 
bond yields are already 
lower than those of the US 
suggests they may not need 
that much time. 

The euro, in short, has the 
potential to become a world 
currency. What would it 
take for that to happen? An 
answer is provided by 
Richard Portes, director of 
the Centre for Economic 
Policy Research, and H&fcne 
Key of the London School of 
Economics.** They start 
from the assump tion that 
the euro will be deemed a 
sound currency. It will then 
be used as a store of value if 
tt is widely used; and it will 
be widely used if it is cheap 
enough to do so. But volume 
begets low cost, which 
begets increased volume, 
which begets yet lower costs. 


Because US financial 
markets are so liquid it is 
cheaper to use the dollar as 
a vehicle currency than 
trade other currencies 

directly. This, argues Prof 
Partes and Ms Hey. could 
change if transaction 
volumes were big enough in 
eurodenominated markets. 
The emergence of the euro is 
bound to make all European 
markets more liquid. The 
question is how much more. 

At present, the bid-ask 
spreads in the German and 
French bond markets are 4 
basis points, while those in 
the US are only 1.6. The 
analysis shows that the mere 
fusion of the European 
markets will be Insuffic ient 
to reduce transaction costs 
below US levels. For that to 
happen there must be 
further changes. One would 
be the inclusion of the UK 
within the euro-zone; 
another would be 
institutional changes within 
European Rwanda] markets. 

Prof Portes and Ms Ray 
demonstrate that the 
emergence of the euro could 
reduce the dollar’s role, 
which is out of proportion to 
the size of the US economy 


and trade. But the shift 
depends on the credibility of 
the new currency and the 
efficiency of euro financial 
markets. My own guess is 
that Mr Summers is right 
the euro is not a sufficiently 
good competitor to rival the 
incumbent In the near 
future- But the odds against 
its doing so are not 
overwhelming. 

So it makes sense to ask 
what impact the euro would 
have if it became an 
international currency. It Is 
likely to have a big Impact 

Hitherto, tiie US has 
financed its current account 
deficit in assets denominated 
in its own currency. The 
former French president 
Charles De Gaulle described 
this as the ability “to be 
indebted to foreign countries 
flue of charge". The 
implications are explained 
by Prof Mundell: over the 
past 15 years the cumulative 
US current account deficit 
has been some il.TDObn. Ms 
has been financed by around 
SLOOObn in net capital 
inflows, plus foreign 
accumulation of dollar 

reserves of JTOObn. 

Suppose the euro were to 
rival the dollar. Prof 
Mundell assumes that, 
between now and 2006, 
global reserves of foreign 
exchange would increase 
from $i.500bn to $3,000bn in 
line with the growth of 
world trade and the 
increased desire to hold 
reserves in a world of 
exchange-rate instability. He 


The EU as a sleeping monetary gjtant 


Percent •. >;• „■ 

-• us . 

Japan 

an 5 

Batalin ecwerafc An 




Stores <*M>r» GOP. J886 


;v M. . 

204 

9Bra otwaridexporta<sx-iribn-&J),199S " 

; v: isa 

6.1 .• 

J4J 

. floWfn ms of cuTflndes* 



. 

WOrHftada, T992 


\> sii;-; 

StJt: 

Worn date waatta, Sep 1996 .. 

as 

too 

MS 

DsvBlopjj^i courtry defct~encH996 

'•■;sas,. 

. 18.1 

i&a 

QtoWftirelgn exchange t*»vBS.endl8B5 

564 

V -7.1 r--.. 

254 

foreign BHCftange transactions. AnrlBBS™ . 


• 12J0 

an; 




tanoAaM * amwtir chvkM) oTouay fcrM, 
“ ShKwafrrttf fcr MfecaiiaMgitamre tan m bdtw . 

. garfi toaadto ti iWi w B«p uwCTdct 


assumes also the dollar 
share will have fallen from 
two-thirds of total reserves 
to 40 per cent, while the 
European share will have 
risen from a fifth to 40 per 
cent. On those assumptions, 
the total increase in official 
holdings of the dollar will be 
a mere $200bn over the next 
eight years. The increase in 
holdings of euros will be 
$900bn- 

If anything like this were 
to happen, the outcome 
could be devastating, 
particularly in light of the 
Asian crisis. This, according 
to forecasts from the 
Organisation for Economic 
Co-operation and 
Development, will raise the 
US current account deficit to 
$249 bn by 1969. while the 
EU-ll surplus is forecast at 
$15Shn. 

If the rest of the world 
wanted to shift from the 
dollar to the euro when the 


US was running a big 
external deficit and the EU 
an almost equally big 
surplus, there would be a 
gigantic euro appreciation. 
Prof Portes and Ms Ray 
consider a shift of JTOObn in 
private and official holdings 
ftom do Gar-denominated to 
euro-denominated assets and 
suggest the euro could 
appreciate 40 per cent 
The underlying reality is 
the EU would have to shift 
from a a big current account 
surplus toa big deficit in 

order to accommodate the 

world’s desire to hold 
euro-denominated assets. 
This would create big 
difficulties for management 
of monetary policy In 
Europe, which will be 
problematic enough as it is. 
Meanwhile, the US would be 
faced with a choice between 
a dollar plunge or higher 
interest rates. 

Whether or not the birth 
of the euro Is the most 
important change in the 
world monetary system for 
129 years is an open 
question. But the Impact 
could be particularly 
dramatic at a time of global 
firmnHai and economic 
turmoil. 

At the moment the US is 

the global importer of last 
resort In dealing with the 
Asian crisis. If there were a 
widespread desire to shift 
into the euro, the US would 
find it more difficult to 
finance its expanding 
current account deficit To 
offset this, the EU would 
have to accept a big swing 
into deficit If it Galled to do 
so, the world could move 
into slump. Hie euro would 
than be an unmanageable 
monetary shock, at a time 
when the world is grappling 
with the one emanating from 
Asia. 

* Robert A Mundell, The 
International Impact of the 
Euro and its Implications far 
the Transition Countries, 
mimeo. paper presented at 
the Fourth Dubroonik 
Con f erence an Transitional 
Economies. June 22-34 1398 

** Richard Portes and Biline 
Rep. The Emergence of the 
Euro as an International 
Currency, in David Begg et al 
(eds). Emu: Prospects and 
Challenges for the Euro 
(Oxford: Basil Blackwell 
1998) 
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LETTERS TO THE EDITOR 


Sanctions against Swiss banks by US 
pension plans likely to backfire 


< 


From Mr Keith Wallace. 

SSr, The threat from New 
York city and state to invite 
their associated pension 
plans to impose sanctions on 
Swiss banka in an attempt to 

force a favourable settlement 

of the Jewish assets cam- 
paign is likely to backfire 
(“Swiss hanks face phased 


NY sanctions", July 3). 

Just as in the UK, a US 
fiduciary involved with a 
pension plan must take 
investment decisions for the 
“exclusive purpose” of pro- 
viding benefits. Helping the 
Sponsoring employer pursue 
rifling - however commend- 
able these might be - is 


clearly outside permitted 
Investment action. NO doubt 
the Department of Labor, the 
watchdog, is opening a file. 

Keith Wallace, 

Richards International Law 
Firm, 

Beaufort House, 
loodon EC3A TEE, UK 


A football team that is deserving of praise 


From Jeon At Bourotc. 

Sir, The article by Simon 
Kuper, David. Owen and Pat- 
rick Harvetson (“Gone and 
probably best forgotten", 
June 27) seemed to have 
been designed to. select the 
Americans as the worst of 
France 98. 

In all of their efforts to 
find the worst, it truly 
appears that to the English 
eye. the Americans do not 


belong in the football world. 

It is sad that they missed 
the concept of a final series 
c o m pe tition. No matter how 
you cot it there will always 
be a winner and a loser. It is 
a sad fact that when the 
psnw is over, sports writers 
always write about how the 
loser could have done better. 

Anyone who makes it to 
the final competition 
deserves praise not condem- 


nation. I guess because the 
English have about a 50-year 
head start In the art of fod£ 
ball over the Americans, you 
you can be laudable 
critics. If a team does not 
play to your standards, then 
condemn them. For shame. 

Jean M. BonrvJc. 

POB 15092, 

Lenexa KS 66285-5092, 

US 


Racking up interest rates likely to kill patient 


From Mr Michael D. Henson. 

Sir, Is there any way UK 
PLC can vote off the existing 
members of the monetary 
policy committee who seem 
to be hell bent on driving the 
UK into a recession? 

Tony Blair, the pHi me min , 
ister. continuously talks 
about team playing. The 
Bank of England seems to 
have such a preoccupation 
with wage restraint that it 
has become blind to every- 
thing else around it As for 


inflation being controlled, is 
anybody able to quantify the 
inflationary effects of both 
direct and indirect taxation 
that are fuelling both infla- 
tion and wage demands? 

If, as I suspect, the govero- 
ment/MPC are responsible 
for a large slice of the exist- 
ing infla tion we are exper- 
iencing, racking up the inter- 
est rate will end up killing 
the patient, sot make him 
betted 

As someone has reminded 


me, death is God's way of 
telling you to slow down. Z 
think that the MPC is trying 
a variation of this theme - 
in which case God help us 
all! 

Michael D. Henson. ^ 

group financial director, 
Russell Fines, 

Russell House, 

BoweQs Lane, 

FeJtham. 

Middlesex, TW13 TEW, 

UK 


Banks may hold key to euro symbol problem 


From Mr Daniel Gondiaroff. 

Sir. What a non-problem 
(Information Technology: 
Search for the elusive 
glyph’”, July 1)! Consider 
that three of the leading cur- 
rencies of the world (the 
yen. dollar and pound) have 
symbols for their currency, 
but it is rare to find them 
used outside the home coun- 
try. The rest of the world. 


meanwhile, seems to do 
quite nicely with combina- 
tions of common letters and 
symbols ( for example, DM 
for D-Mark, C$ for Canadian 
dollar) - including the 
predecessor of the euro, the 
Ecu. 

In addition, the banking 
system solved this problem 
many years ago by develop- 
ing three-letter abbrevia- 


tions for all the currencies of 
the world. Let the banks, 
which benefit most from a 
simple solution, decide on an 
abbreviation and let every- 
one use it until euro-friendly 
keyboards become available. 

Daniel Goncharoff, i 
Ay s tettstrasse 6. 

Frankfurt 60322, 

Germany 
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PERSONAL VIEW HENRY MILLER 

Challenging the FDA 

The US regulatory agency’s claims in overseeing drug development 
are put in the shade by the performance of its European counterpart 


T he US Pood and 
Drug Administra- 
tion likes to claim 
that it Is the 
world’s “gold standard” in 
the field of overseeing drug 
development. It is wrong. 
The FDA is inferior to its 
pan-European counterpart, 
the European Agency for the 
Evaluation of Medicinal 
Products (EMEA). A compar- 
ison of the two agencies’ per- 
formance and philosophies 
would come out unmistaka- 
bly in favour of the Euro- 
peans. 

The FDA is the US’s most 
ubiquitous regulatory 
agency. Jt has responsibility 
for more than fl.OOObn 
(£600bn) of consumer prod- 
ucts annually. These include 
everything from drugs, vac- 
dues and X-ray machines to 
toothbrushes, cardiac pace- 
makers and artificial sweet- 
eners. The FDA likes to tout 
its standards as the most dif- 
ficult to meet in the world 
(implying that the products 
It has approved are the 
safest). 

The FDA's regulatory zeal, 
however, has a dark side. 
The agency has constantly 
sought out new mandates 
and promulgated new 
requirements, regardless of 
the costs to patients and the 
various affected industries. 
Since 1965, the total time 

required for drug develop- 


form the actual evaluations. 
Under European law, the 
EMEA's procedures are com- 
pulsory for biotechnology 
but optional for other new 
products. 

The essence of the agen- 
cy’s success is that it is in 
direct competition with the 
regulation provided by 
national agencies - and com- 
petition spurs efficiency. 
Europe, in effect, has two 
ways of approving new 
drags. The first is a “decen- 
tralised” procedure, based on 
the principle of “mutual rec- 
ognition of national author- 
isations”. or reciprocity. 
This provides for the exten- 
sion of one nation’s market- 
ing approval to one or more 
other members of the Euro- 
pean Union. 

The second is a “central- 
ised" procedure, whereby 
applications are submitted 
directly to the EMEA. At the 
conclusion of a 210-day 
period of scientific evalua- 
tion by the scientific com- 
mittee, which is comprised 
of several experts drawn 
from the EMEA’s stable of 
reviewers throughout 
Europe, its opinion is trans- 
mittal to the European Com- 
mission. After an additional 
90 days, the Commission 
issues a single market 
authorisation that applies to 
the whole EU. 

These two systems provide 


record of the FDA. Hence 
comparisons between the 
two must of necessity be pre- 
liminary. All the same, there 
are comparable figures avail- 
able. The recent data illus- 
trating how differently the 
agencies are perceived by 
their corporate “clients” are 
striking. 

A 1997 survey of the inter- 
actions between drug compa- 
nies and the FDA conducted 
by researchers at the Univer- 
sity of California, San Diego, 
revealed that in 78 per cent 
of companies, poor “clarity 
of data requests” from the 
agency had “impeded or 
stopped” their products. In 
62 per cent, personnel turn- 
over at the FDA had had 
that effect In 40 per cent 
limitations in the FDA 
reviewers ‘ “technical know- 
ledge” had stopped or 
impeded the progress of a 
product 

At the same time, an anon- 
ymous survey by the EMEA 
of its own applicants found 
that 33 per cent were very 
satisfied, while 61 per cent 
were satisfied and 6 per cent 
dissatisfied. 

Moreover, the EMEA's 
mean processing time for 
marketing applications 
received in 1997 was 207 
days. In stark contrast the 
FDA required approximately 
460 days for the marketing 
approvals that were 


farming "high quality evalu- 
ation of medicinal products”, 
monitoring product safety, 
offering advice on research 
and development pro- 
grammes and providing 
"useful and clear informa- 
tion to users and health pro- 
fessionals”. It tries to be 
client-friendly and carefully 
tracks and publicises perfor- 
mance indicators. f . 

The FDA, by contrast. Is 
oriented towards compliance 
and comports itself like a 
police agency (it has gun- 
toting inspectors). The FDA 
commonly treats drug com- 
panies like adversaries and 
constantly pushes the regu- 
latory envelope, seeking to 
expand the agency's man- 
date, purview and budget. 
Recently, for example, the 
FDA published a draft guid- 
ance document aimed at 
regulating “medical product 
promotion" among health 
care providers and profes- 
sionals. 

This new action would"^ 
extend the agency’s regula- 
tory authority to any "rela- 
tionships" tt deems promot- 
ional that occur between 
different members of the 
health care profession. Not 
only is this a giant step 
beyond the FDA’s legal 
authority, but the wording of 
the proposal is so deliber- 
ately vague that it could 
shut down vital communica- 
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laboratory to the patient’s 
bedside - has more than 
doubled, from 6.5 to 14.S 
years. Bringing a new drug 
to market in the US costs, on 
average, more than 8500m. 
This Is by far the highest 
price tag anywhere in the 
world. 

There is an alternative 
way of regulating drags, 
namely that operated by the 
EMEA. 

Headquartered In London, 
and established in 1995, the 
EMEA is lean, efficient, sur- 
prisingly unbureaucratic 
and remarkably well- 
regarded by the drug- 
industry. 

The EMEA co-ordinates 
the scientific resources made 
available by European 
nations' individual drag reg- 
ulatory agencies (each of 
which is analogous to the US 
FDA), tt can call on a net- 
work of more than 2,100 
European experts who per- 


The EMEA tries to be client-friendly. 
The FDA is compliance-oriented and 
comports itself like a police agency . 
It has gun-toting inspectors 


care 

and 


a measure of competition. 
Another less obvious com- 
petitive -aspect of European 
drag evaluation is that the 
EMEA is able to choose 
reviewers from a large pool 
Those who are incompetent, 
excessively slow or adversar- 
ial are unlikely to be 
selected to evaluate future 
products. (At the FDA. by 
contrast, reviews are per- 
formed in-house, civil ser- 
vice rules prevent anyone 
from being fired and agency 
managers have to make do 
with what they have.) 

The EMEA is a new insti- 
tution, with nothing like the 


announced in 1997. The FDa 
is, in fact, even slower than 
the comparison suggests. 
The agency reports data in 
this way Intentionally to 
make its numbers appear 
more favourable. That is. the 
reporting only of approvals 
announced in 1997 tends to 
minimise the statistical 
effects of applications that 
were received in that year 
(or even earlier years) but 
languished unapproved. 

The regulatory philoso- 
phies of the EMEA and FDA 
could hardly be more differ- 
ent. The EMEA says it 
focuses narrowly on per- 


professionals 

patients. 

The FDA may be the only 

regulatory game in town a> ft, 
for as the US Is concerned. ■ 
but it Is not the only one in 
the world. There are well- 
established, effective and 
less expensive mechanisms 
for the evaluation, approval 
and monitoring of new 
drags, of which the EMEA is 
a notable example. 

The conundrum of select- 
ing overseeing systems that 
would better protect the pub- 
lic health lies, therefore, wit 
in fi n di n g sound alternatives 
to an imperious, obstructive 
FDA. They already exist. 
The problem lies in finding 
the political will to appl'jp 1 
them. 

The author is a senior 
research fellow at Stanford 
University 's Hoover Institu- 
tion. From 1979-1994. he was 
m FDA official 
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Blocking the tax 
loopholes 


COMMENT & ANALYSIS 

India under a cloud 

Mark Nicholson wonders whether the BJP government has already blown it 



The Austrian government's 
decision to use its presidency of 
the European Union to press for 
tax harmonisation will revive 
many anxieties about the project. 

Clearly, there is a problem to 
be solved. In a world of increas- 
ingly mobile capital, it becomes 
difficult for governments to col- 
lect taxes on income earned 
abroad, and in the case of multi- 
national corporations, even to 
calculate what those liabilities 
should be. Tax authorities are 
worried also that competition 
from tax havens, such as Luxem- 
bourg and Ireland could, over 
time, erode the tax base through- 
out the EU. The introduction of a 
single currency from next year, 
and the wider use of transactions 
by electronic means such as the 
internet, may exacerbate the dif- 
ficulties. Although there is little 
sign as yet that European coun- 
tries are losing their ability to 
squeeze lots of cash out of their 
citizens, taxing the income from 
capital is becoming problematic. 

Some of the ideas now being 
floated within the EU may , how- 
ever. be worse than the disease. 
One difficulty, illustrated by the 
recent proposal for a minim um 
tax on savings and investment, is 
that business may simply 
migrate to countries not party to 
the agreement. This particularly 
worries the City of London. 

Perhaps a greater danger is 
that European politicians will 
seize upon the idea of tax har- 


It is scarcely surprising that the 
financial markets reacted with 
initial dismay yesterday at the 
announcement of who will 
become South Africa's Reserve 
Bank governor next year. Tito 
Mboweni. currently labour minis- 
ter, is certainly not in the tradi- 
tional mould of central bankers. 
He belongs to the left wing of the 
South African government, is an 
ambitious politician, and has 
never been in banking before. 

As labour minister.' he has pro- 
moted legislation on affirmative 
action, lob protection, and 
employment quotas - all very 
popular with trade unions, but 
unpopular with business. He is 
charming, articulate and a very 
political animaL That is not a 
background likely to appeal to 
the currency traders who have 
wiped 30 per cent off the value of 
the rand in recent weeks. 

On the face of it. the announce- 
ment that Mr Mboweni will suc- 
ceed Chris Stals. the long-serving 
and well-respected incumbent at 
the Reserve Bank, in August 
1999, could hardly have been 
worse-timed. The currency fell 
more than 5 per cent against the 
dollar. Yet by the end of the day. 
the rand had recovered most of 
its early losses. 

It is not in itself wrong to 
appoint a politician to run a cen- 
tral bank. In South Africa's 
highly politicised transition from 
the race-based rule of apartheid, 
it would have been unwise to 


monisatfon to promote their own 
political schemes. Thus universal 
energy and environmental taxes 
have been suggested as well as 
minimum levels of capital taw«8. 

But until EU countries are pre- 
pared to cede tax-raising powers 
to an elected European parlia- 
ment, tax rates must, as as far as 
possible, remain the responsibil- 
ity of national governments. It 
follows that tax harmonisation 
should he largely restricted to 
voluntary codes and special mea- 
sures to get rid of anomalies. 

One of the most important 
areas for such agreement would 
be to define the tax base of the 
corporate sector. Thai, even if 
companies were subject to differ- 
ent tax rates in different coun- 
tries, they would all be calculated 
in a consistent way. This might 
be extended by an agreed for- 
mula to apportion the income of 
multinationals between different 
tax authorities, for example, on 
the basis of numbers of workers 
or capital employed. But such a 
code, combined with EU pressure 
on tax havens, would be. at best, 
only partially effective in dealing 
with global companies. 

In the longer term, agreement 
will be needed among all devel- 
oped nations in the Organisation 
for Economic Co-operation and 
Development. This may prove 
slow, limited and voluntary, but 
it is the wider framework in 
which EU tax harmonisation 
must be considered. 


appoint another white technocrat 
to succeed Mr Stals. He would 
scarcely have commanded much 
respect in government, or in the 
public eye. Mr Mboweni has a 
solid political reputation in the 
ruling ANC. If he is converted to 
sound monetary policies, his 
voice will carry weight 

The key word is if. He appears 
to have been firmly on the side of 
the spenders in the government, 
and his labour policies are 
blamed in part for the sluggish 
growth rate, which has left 
unemployment at a stubborn 30 
per cent He is a development 
economist - UK-trained - who 
does not seem to have changed 
his spots. 

Ms colleague Trevor Manuel, 
the finance minister, was also 
regarded with trepidation when 
be was appointed in 1996, yet he 
has proved to be a true budget 
disciplinarian in office. The best 
hope is that Mr Mboweni will 
also be a poacher turned game- 
keeper. 

It would be wrong to prejudge 
him, but the challenge is daunt- 
ing. Mr Mboweni must win credi- 
bility both from a sceptical South 
African (black) electorate, deeply 
disappointed at the slow spread 
of prosperity. He must also per- 
suade self-interested investors, 
both foreign and domestic, that 
be is a responsible guardian of 
the currency. It is a ba l anc in g act 
which will demand all his politi- 
cal skills. 


I ndia’s Bharatiya Janata 
party could hardly have 
begun with a bigger bang. 
In May, just weeks after 
taking office at the head of an 
18-party coalition, the BJP deto- 
nated five nuclear tests, inspiring 
a surge of national pride 
unmatched since the end of the 
British Raj. 

For a fortnight, leaders of the 
Hindu nationalist BJP trium- 
phantly lauded India’s new mus- 
cular status to near universal 
domestic approval. They dis- 
missed global opprobrium as the 
price of earning India’s “rightful 
place” in the world. But that was 
more than a month ago. Now, 
after 100 days in power, even BJP 
insiders wander if their party has 
not already squandered its first 
opportunity m government. 

Since the blasts, the party that 
promised India “stable govern- 
ment and an able prime minis- 
ter” has been on the political 
skids. Deluged by political busi- 
ness and foreign criticism for 
lack of coherence and policy 
direction, its policies have been 
rebuffed by the markets. Worse, 
it has become mired in feuds 
with its coalition members that 
threaten its survival. A bigger 
question, though, is what the 
government can achieve If it does 
survive. The answer, on the evi- 
dence of the performance to date, 
is very little. 

T..K. Advani, the interior minis- 
ter, recently conceded his govern- 
ment bad not yet achieved “any- 
thing much”. It is a measure of 
how little lasting benefit the gov- 
ernment has got from the nuclear 
tests and its first budget that 
India Today magazine summar- 
ised its attainments with the 
headline “100 days of just being 
there". 

So bad have things become 
that go m e aides to Atal Behari 
Vajpayee, the Increasingly down- 
cast and reclusive prime minis- 
ter, wonder privately whether the 
BJP should cut its losses and call 
fresh elections. Says one aide: 
“We’ve been saying to him, if it 
goes on like this, is it really 
worth continuing?'” 

The real turning point was the 
June budget, which was laden 
with tax-and-spend measures and 
a return to more protectionism. 
The markets promptly marked 
down equity prices by a fifth and 
Moody’s, the VS credit rating 
agency, downgraded Indian debt 
by two notches, leaving it with a 
junk-bond rating. 

So severe was the reaction that 
Yashwant Sinha. the finance 
minister, retreated from some of 
his budgetary announcements 
by. for instance, halving a pro- 
posed 8 per cent special import 
duty. But markets did not like 
that either, reading it as vacilla- 
tion rather than responsiveness. 

In the weeks since the budget, 
foreign institutional investors 
have withdrawn more than 
$40Qm (£240m) from the debt and 
equity markets. Worse - because 
it will be harder to reverse - 
India may have forfeited any 
“safe haven” status it won daring 
the early rounds of the Asian cri- 
sis, when it survived relatively 
unscathed. Hie rupee has slid 6 
per cent against the dollar since 
the blasts. 

Indeed, if sentiment at a recent 
Euromoney conference in Delhi 
is any guide, the confidence of 
foreign investors is at its lowest 
ebb since Delhi embarked on eco- 
nomic reforms seven years ago. 
Normally among the best- 
attended of a busy Delhi confer- 
ence season, the conference this 
year received only a handful of 
delegates from overseas. “It’s not 
{that we are] putting India on the 


There’s gold in 
them there hills 

Skagway In Alaska is an 
out-ni-the-way spot, so 
Skagwegians don’t hold back 
when there's an excuse for a 
celebration. Everyone from the 
mayor to the chief park ranger has 
been whooping it up in honour of 
Close Brothers, the British 
merchant bank which 100 years 
ago financed the White Pass & 
Yukon Railway. 

Rod Kent and Peter Stone, who 
run the London-based outfit, were 
guests of honour at a centenary 
bash for the railroad which, in its 
day, was considered a miracle of 
financial as wei] as dvi 
engineering. The rugged railway is 
packed nowadays with camera- 
toting tourists, but back hi the 
1890s it hauled prospectors over 
the perilous White Pass and down 
Into gold rush territory. 

Close Brothers founder William 
Close heard about the project and, 
following favourable reports from 
engineer Sir Thomas Termed, 
raised the first £2m on the London 
markets to finance construction. 
His instincts were correct: the 
railroad had paid for itself even 
before the fuD route was opened 
and Close Brothers remained the 
proud proprietor until 1948. A 
portrait of William Close now 
hangs in the oid railway shed. 

Rod Kent, managing director of 
the City firm, says he Ekes to brink 
he’d be equally decisive if a similar 
project came his way. He certainly 


back burner,” remarked one UK 
participant “Hie government's 
doing it by itself." 

In two cither areas, the BJP has 
performed every bit as badly as it 
has over the the economy. The 
first is the diplomatic arena. 
Here. India's nuclear tests have 
triggered economic sanctions and 
exasperation in equal measure. 
“They opened up a diplomatic 
Pandora's Box with these blasts ” 
sax's one western ambassador. “I 
don’t think they knew what was 
in it We certainly didn't And 
there's no sign of any clear for- 
eign policy strategy since." 

The second is the purely 
domestic business of managing 
the coalition. Over the past few 
weeks, the BJP's leaders have 
been consumed with this task, in 
particular that of dealing with J 
Jayalalitha, the uncompromising 
and wily leader of a Tamil Nadu- 
based party vital to the BJP’s 
slim parliamentary majority. Ms 
Jayalalitha is insisting the BJP 
dismiss the state government in 
Madras, a demand the party says 
is impossible both politically and 
constitutionally. 

Senior BJP officials cite this 
internal wrangling as the chier 
reason for its poor performance 
to date. They admit that Messrs 
Vajpayee and Advani, the BJP's 
two principal leaders, are having 
to spend “much too much time" 
dealing with the awkward Ms 
Jayalalitha, and meeting similar 
demands from other smaller 
regional parties in the coalition. 


struck lucky 20 years ago when, 
together with colleagues Peter 
Stone and Peter Wmkworth, he 
paid £lm for Close Brothers In a 
management buy-out Today rfs 
got a market value of Elbn. 

How’s that for a rich seam? 

Cronies crowing 

What a difference a new president 
makes. Eduardo Cojuangco, the 
coconut baron who was persona 
non grata under the last two 
Philippine presidents, could today 
make his comeback as chairman 
and chief executive of San Miguel, 
the country's commercial flagship. 

it’s 13 years since Cojuangco 
last held sway at the beer to 
property group. The 
administrations of presidents 
Corazon Aquino and Fidel Ramos 
regarded his rapid rise to riches 
during the Marcos era with 
something approaching loathing. 
Evicted from San Miguel by 
Aquino, he had to settle for the life 
of a gentleman farmer. 

But Cojuangco’s relations with 
new president Joseph Estrada, a 
Marcos sympathiser, are altogether 
cosier Cojuangco dug deep to 
help the Estrada win office. 

The bespectacled tycoon's 
supporters reckon his return to San 
Miguel is overdue. "This has 
nothing to do with Marcos 
cronies,” splutters Estelito 
Mendoza, Cojuangco’s 
long-suffering lawyer. 

The legal eagle should know all 
about cronies. Another of his 
efients is Lucid Tan, the 


Observers agree that the BJP 
coalition is proving even less 
tractable than the ideologically 
disparate 14-party United Front it 
replaced in the March elections. 
“This coalition just can’t hold 
together enough to get things 
through parliament” says Asbok 
Desai. a newspaper col umnis t. 
“In this, it is worse than the 
United Front." 

The BJP’s inexperience has 
compounded the difficulties of 
handling a fractious coalition. 
The party previously held 


India has forfeited 
any ‘safe haven’ 
status it may have 
enjoyed early on in 
the Asian crisis 


“office" for just 13 days after the 
1996 elections when it failed to 
find a governing majority. The 
lesson the BJP drew from that 
experience was the need to culti- 
vate regional alliances with 
smaller parties, particularly in 
the non-Hindu speaking south 
where its militant Hinduism 
finds few political roots. In so 
doing, the party shelved many of 
its aggressively Hindu nationalist 
policies, such as its cherished 
campaign to build a temple on 
the site of a mosque at Ayodhya 


Chinese- Filipino tycoon who. Ska 
Cojuangco, did rather well under 
Marcos. The government of Fidel 
Ramos accused Tan of evading 
taxes on a grand scale. The talk 
now is that Estrada will quietly 
drop that case. 

“Happy days are here again,” as 
Imelda Marcos used to say. 

Can’t ketchup 

He may be only a lightweight, but 
Hirofumi Nakajima munches above 
his weight The 23-year-okj has 
trounced ad-comers in his native 
Japan during noodle-eating 
competitions. Now he’s beating the 
Americans at their own game: for 
the third year running he's won the 
Coney bland Amusement Park 
hot-dog eating contest downing 
19 wiener sausages and buns in an 
astounding three minute burst 

Nakajima 's total consumption 
was actuafly down on last year, 
when he seta new record by 
munching through 24.5 hot dogs - 
equivalent to one every seven 
seconds. The man known to the 
cognoscenti as the “Tokyo Terror” 
weighs in at only 61kg (134lbs) and 
ascribes his succ e s s to an unusual 
eating technique. He holds a 
sausage in one hand and a bun in 
the other before swallowing both in 
one gulp. Don't try this at home. 

Plastic fantastic 

Norwegian industrial giant Norsk 
Hydro, ready to claim a place in 
the big league of PVC producers 
after yesterday's deal with EVC 


ransacked by Hindu zealots in 
1992. 

In spite of such concessions, 
the BJP’s ideological character 
has still got in the way of leading 
a coalition. “Hie BJP just can’t 
be as flexible as other parties, as 
for instance the previous coali- 
tions, because it has this strong 
ideology,” says Shekhar Gupta, 
editor of the Indian Express 
newspaper. “It can put certain 
issues on the back burner, but in 
the end it cannot sacrifice its 
ideology.” 

One reason is that BJP is itself 
something of a coalition. It forms 
part of the “Sangh Parivar”. a 
family of Hindu nationalist cul- 
tural and political organisations, 
including the secretive and hard- 
line Rashtriya Swayamsevak 
Sangh, the BJP’s ideological 
mainspring. This makes it diffi- 
cult for outsiders to determine 
where the party’s centre of 
policymaking truly lies. 

All significant policy decisions 
must be cleared and approved by 
branches of the “family” before 
they can be put to coalition part- 
ners and the bureaucracy, both of 
which many inside the party dis- 
trust This has raised two impedi- 
ments to government for the 
BJP. 

First there is strong disagree- 
ment over some policies, notably 
on economic reform. While 
reformers in the party, for 
instance, want to see greater 
opening to foreign Investment, 
others staunchly oppose the 


International, has found that its 
employees are already taking a 
healthy interest in the versatile 
plastic. An internal review foimd 
that 12 per cent of all internet visits 
using Norsk Hydro facilities 
involved sex-related web sites. 

Of course the company takes a 
dim view of employees looking far 
a quick thrill when their minds 
should be on the job and is keen 
to stamp out the practice. As the 
latest issue of the staff newspaper 
says: "This may be alright if you're 
sitting at home, bathed in the dull 
glow of your computer screen In 
the basement At work, if s another 
matter.” 

Time to crack the whip? 

Horse play 

There’s got to be a better way to 
ffll those long Scandenavian nights 
than trawling through cyberspace 
in search of excitement Take 
Norwegian doctor EOT Dahl, who's 
just finished a detailed study of 
animal bites. 

The good doctor found, after two 
years of exhaustive research, that 
the majority of dog bite victims In 
the Oslo area are men, while cats 
go for women and horses tend to 
nibble girts. Something to do with 
the complex interaction of male 
and female pheromones In the 
noses of our furry but 
unpredictable friends? Sadly not. 
concludes Dahl: “Young girls take 
care of horses, many older women 
have cats and men may more 
often provoke dogs." 

Two years well spent- 


move. This debate between 
reformers and advocates of stca- 
deshi. or “self reliance", is still 
being joined within the "family". 
Th& helps explain why Mr Sinha 
was unable to proride a reformist 
direction to his budget. 

Second, the party has been 
speaking with more than one 
voice. On several occasions. BJP 
ministers bare bad to “correct” 
the statements of other party 
members, including that of its 
official spokesman who had 
claimed the BJP would proceed 
regardless with building a temple 
at Ayodhya. It had to backtrack 
from a statement by the party's 
president, suggesting India would 
pull out of the World Trade 
Organisation. Some extremists 
have even contemplated the pos- 
sibility of having a “small war" 
against Pakistan. 

Apart from being embarrass- 
ing, such statements have added 
to the confusion about the direc- 
tion of policy. So much so that 
Mr Vajpayee, once one of India's 
most popular and charismatic 
politicians, has retreated behind 
his senior aides, adding further 
to the sense of drift “The prime 
minister is part of the problem." 
says Mr Desai. "His job should be 
the conductor of the orchestra. 
He’s not looking like one. so ii 
just looks disorganised." 

BJP leaders are aware they 
must act to address the malaise. 
They believe the party will sur- 
vive the budget session of parlia- 
ment. which reconvened this 
week, partly because neither 
Congress nor other opposition 
parties have been able to muster 
a majority or even agree on 
whether to try to topple the gov- 
ernment They also hope that the 
US and others will have to 
address India's new nuclear 
weapons status. Officials from 
both countries are to make a 
start later this week at a meeting 
in Frankfurt 

That might improve matters 
temporarily. But party leaders 
also recognise that BJP will do 
much more to undo the damage 
to India's image among interna- 
tional investors. They are pre- 
dicting a series of initiatives over 
the next few weeks aimed at 
rebuilding confidence. There is 
talk of opening the insurance sec- 
tor to foreign participation, 
increasing “automatic" approval 
to foreign investors in new sec- 
tors. accelerating privatisation 
and pushing through several 
long-blocked power projects. 

But such initiatives will have 
to be both bold and decisive to 
restore external confidence. 
“India had a wonderful opportu- 
nity before the blasts." says one 
western ambassador. “They had 
a situation where things had 
turned for the worst in south-east 
Asia, where few economies were 
growing and where India could 
have appeared a beacon of invest- 
ment opportunity. Instead, 
they've created for themselves 
their own source of instability 
and tension." 

The upshot is few people think 
the BJP can now turn things 
around. Admitting to a "certain 
amount of realistic pessimism". 
Peter Woicke, chief executive 
officer for J.P Morgan Asia, 
expresses concern about “con- 
flicting signals” over the govern- 
ment's will to reform and even to 
welcome foreign capital. Without 
some Mod of “ central co-ordinat- 
ing intelligence", he concludes 
grimly, the enterprise of liberalis- 
ation begun seven years ago will 
be “doomed to long-term atro- 
phy”. If so, the fall out from the 
BJP's Grst 100 days in office 
would be poisonous indeed. 



100 years ago 

Finances In Guatemala 
The despatch for 1897 of the 
British Consul in Guatemala 
states:- The disturbed political 
situation rendered merchants 
timid, transactions were limited, 
money became scarce and 
credit harder to obtain. The 
revolution which broke out in 
September practically destroyed 
commerce during foe last 
quarter of the year. The affairs 
of the Northern Railroad, which 
has so long been looked upon 
as foe future means of enriching 
the country, were In a most 
hopeless position, the banks 
were shaky, and foe national 
revenues fell off to the extent of 
over 2 , 000,000 silver dollars." 

50 years ago 

Changes In Balkan Trade 
Warsaw, July 6. Efforts to step 
up Poland's trade with her 
Balkan neighbours are moving 
forward slowly. Five-year pacts 
signed recently with Bulgaria 
and Hungary are so far just 
agreements in principle, and the 
much more involved job of 
working out lists and delivery 
schedules remains to be 
tackled. While Poland could 
managed to import some 
industrial goods and agricultural 
machinery to foe Balkan 
countries, these are sometimes 
unable to send Poland enough 
desired Imports In return. 


Cash for cronies 


Foolish, boastful and greedy. 
Thus are described the New 
Labour lobbyists who are alleged 
to be filling their bank accounts 
by trading access to Tony Blair's 
government. In one instance that 
looks a rather charitable charac- 
terisation. 

It may well be that no great 
political scandal emerges from 
the activities of these brash 
young men. Braggadocio and bra- 
vado have long been a favourite 
coinage of the lobbying industry. 
The more extravagant the claim, 
flic higher the fee. Some of New 
Labour’s erstwhile apparatchiks 
are never knowingly undersold. 

’ Nor beyond the boasts, some 
subsequently denied, is there evi- 
dence that commercially sensi- 
tive information was deliberately 
leaked by the Treasury or that a 
senior aide in the prime minis- 
ter’s policy unit offered advice 
for financial motives. 

Yot a perception in Downing 
Street that the episode can be 
brushed to one side is mistaken. 
The suspension by Ins own com- 
pany or Derek Draper, the most 
self-destruct! vely loquacious of 
the lobbyists caught on tape or 
The Ohscrver newspaper, should 
not be the end of the affair. There 
are lessons to be learned by Mr 
Blair’s administration, both gen- 
eral and specific. 

The specifics relate to the treat- 
ment of lobbyists and the atti- 
tude to industry. Lobbying is 
of democracy’s necessary evi te. 
But the government must make 
it absolutely dear that everyone 


operates on a level playing field. 
Former Labour party employees 
cannot be shown preference in 
the corridors of power. There is a 
rigorous line to be drawn 
between personal friendship and 
commercial cronyism. 

This is particularly so in the 
light of what has sometimes 
seemed Mr Blair’s infatuation 
with business. There is no argu- 
ment that the views of industry 
and commerce should be heard 
and considered within govern- 
ment But private-sector compa- 
nies represent one group among 
many. Labour’s determination to 
replace the Tories as the party of 
industry should not be at the 
expense of the public interest 

The broader lesson Is about 
attitude. The weare-the-masters- 
now triumphalism evident 
among New Labour lobbyists too 
often extends into government 
Mr Blair's popularity and the 
absence of an effective opposition 
have led to a certain hubris. 
Objective criticism is too readily 
dismissed. In the face of more 
specific charges, the government 
thinks it enough merely to assert 
its integrity. 

This way lies ruin. New Labour 
won the election because it was 
trusted and the Conservatives 
were not. John Major’s govern- 
ment was destroyed by the 
charge that it was as sleazy as ft 
was divided. Mr Blair promised 
higher standards and greater 
transparency. Unless he delivers, 
the voters wifi be forgives for 
drawing the obvious conclusion. 
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Randwreck 


Pakistan warns sanctions 
ma y force debt tnoratbriuin 


. 1 : 


Investors bate uncertainty. But certainty 
wrapped in bad news is arguably worse. 
Hence the entirely predictable slump in 
the rand yesterday. Tito Mboweni's 
appointment as governor-designate of the 
central bank may end speculation about 
the successor to Chris Stals. But it raises 
uncomfortable questions about govern- 
ment economic policy. The key challenge 
Is to create a richer, more equitable soci- 
ety. That requires growth and job creation 
- areas in which Mr Mboweni’s legacy is 
ambiguous, if not harmful. 

For this reason, it would be wrong to 
pay too much attention to the rand's mini- 
recovery after the early sell-off. It may 
look cheap at R6.45 to the dollar, but the 
history is of downward step changes, with 
little subsequent recovery, ft would be 
r ash to think Mr Mboweni's early appoint- 
ment will reverse this pattern. If there is a 
bright side, it is that he will at least have 
12 months in which to imbibe some eco- 
nomic orthodoxy. 

For foreign investors South Africa looks 
an easy market to avoid. Whatever safe- 
haven attractions it may have offered 
have been comprehensively shattered. 
The rand may look oversold, but It Is 
clearly too soon to say the worst is over. 
Higher interest rates and slowing growth 
spell bad news for shares, while bonds 
and cash are not offering juicy enough 
returns to offset the currency risk. Mr 
Mboweni will have to labour mightily to 
overturn this picture. 


Morgan Stanley Mess (reband h S toms) 
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it is paying up fin- that brand name- The 
price equates to 11 times forecast earnings 
before interest, tax, depreciation and 
amortisation. The group's previous acqui- 
sitions have averaged 7.5 times ebitda. 
Moreover, Saks' mix of high-fashion mer- 
chandise a nd tourist earnings adds risk to 
a mid-market retailer Hke Proffitt's. 

Increasing risk may be what persuaded 
Bahrain’s Investcorp, Saks* largest share- 
holder and usually a canny investor, to 
sell - though, admittedly, it is talcing 
Proffitt’s stock. Retailers are riding high 
at present, as investors seek safe, domes- 
tic earnings. But buoyant consumer 
spending has only masked - not solved - 
the sector's huge overcapacity. The next 
downturn will ruthlessly expose it 


By Partial Boktrari in btanabad 


The problem is that signs of a slowdown 
in services - which make up the bulk of 
economic activity - are extremely tenta- 
tive. 

Now it is possible that domestic con- 
sumption and investment will slow In 
response to the monetary tightening that 
has already occurred. With profits as a 
share of gross domestic product already 
failin g, companies will probably start 
bearing down on wage inflation and 


Diageo 

Given the ambition of the Diageo 
merger, the scope for introducing nega- 
tive synergies looked substantial. So for, 
however, competitors have foiled to make 


Pakistan's finance minister said 
yesterday that if western , sanc ti ons 
were to go on for another three 
months the government may be 
forced to declare a debt moratorium. 

Mr SartaJ Aziz added that “the 
stage has not come yet” for suspend- 
ing foreign debt repayments. 

Mr Aziz's comments were the 
strangest official indication that 
sanctions, imposed after Pakistan 
carried. out nuclear tests in May, 
were beginning to bite and that the 
country was seriously c o nsidering, a 
mora le iri mo* 

Foreign currency reserves have 
fallen to around 5900m, enough for 
four weeks’ imports. Pakistan faces 
debt repayments of $5.6bn over the 
next 12 months. Hie financial com- 
munity in Karachi believes that a 
moratorium is inevitable. 

Fiesh loans to Islamabad from the 
International Monetary Fund may be 


India N-test move 


India ba wtiting to undertake 
"international lo^. obligations” to 
re frain from further nuclear test 
explosions, offfctato trxfioata. However, 
they said Incta was not p repa red to .. 
heed I nt erna ti o na l cafes to refrain from 
“woaponMng” Its nuclear capaNHy. 
Page fo India under a doud. Page 17 


May. The government estimates that 
up to half of Pakistan's $3bn in for- 
eign assistance this year could be 
lost because of sanctums. 

Mr Aziz said the loss, of multilat- 
eral aid would be “the gravest 
impact of sanctions'’. He said the 


met mt^ perfonnance targets under 
the plan. An IMF mission Is visiting 
Pakistan this week to review perfor- 
mance. 

. Mr Aziz has already appealed to 
multilateral institutions, including 
the IMF and the World Bank, urging 
them to judge Pakistan on Its recent 
economic performance. 

One Washington-based economist 
has warned that without IMF assis- 
tance the World Bank’s positiq£ 
would also harden against Pakistan. 

Nawaz Sharif, prime minister, has 
tried to plug the foreign exchange 
gap by appealing to friendly Gulf 
states nwd expatriate Pakistanis. 

The government has hinted in 
recent days that it has received 
assistance from its friends in the 
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fan-out would .be “rising inflation Arab world such as Saudi Arabia, 


artA unemployment” In an economy 
already suffering widespread jobles- 


inroads into Diageo's market shares. New blocked under sanctions announced 


products at Burger King have kept 
McDonald's on the back foot The spirits 
business has gained market shares from 
Allied Domecq and Seagram, distracted by 


by the US and other Group of Seven 
industrialised countries in retalia- 
tion for Pakistan's nuclear tests In 


A freeze an IMF credits would be 
hard on the country, which is nearly 
halfway. through a three-year $L6bn 
loan pBrirag w fr om IMF. 


United Arab Emirates, Kuwait and 
Qatar, but declines to disclose a 
figure. 

Mushtaq Khan, chief economist of 
ABN Amro, a Dutch bank, said: 
“The picture is still very opaque. If 
the government has support from 


Economists say . that far the first the Gulf then there is no problem. 


tinw hr several years Pakistan has But we don't have that information.” 


employee numbers. But the Bank of the search for their own merger partners. 


UK economy 


England's monetary policy committee, 
which meets this week, may well judge 
that one last twist to the monetary screw 
is needed to convince companies to 
squeeze their workforces. The risk is that 
the MPC may get more than it bargains 
for. But it is a risk worth taking. 


The "R” word is increasingly being ban- 
died around in the UK. As gloomy news 
about the economy mounts, more com- 
mentators are predicting recession at the 
end of the year. Some even think a spot of 
recession would be good. That is going a 
bit for. But, if it was possible to be sure a 
spot of recession would not develop into 
something worse, courting a brief down- 
turn would not be so crazy. 

The real policy dilemma is more compli- 
cated. A slowdown is certainly’ needed - 
to bring infla tion down to the govern- 
ment's 2'/i per cent target But overheat- 
ing is fairly mild, so the economy does not 
need to go into reverse. The question is 
whether enough has been done to achieve 
the needed slowdown. Manufacturing and 
exports have certainly taken a big hit 


US retailers 


The latest takeover among US retailers 
thmatATiB to unite Manhattan 
with suburban mall rats. Saks, with its 
upmarket flagship on New York's Fifth 
Avenue, is being bought by Proffitt's, 
whose department stores festoon shop- 
ping malls across the country. The deal 
brings Proffitt's a top-flight brand, and 
folding Saks into its larger i nfr astructure 
will generate savings: a promised annual 
$80m by 2000, worth around $400m after 
tax in today's money. Given Proffitt's 
good record as an Industry consolidator, 
those targets look achievable. 

But this is Proffitt's biggest bite yet 
With a market value of ts.fibn it is splash- 
ing out $3bn for Saks, including debt And 


And In terms of cultural integration, the 
most sensitive first six months has passed 
without screaming dissonances emerging. 

While yesterday's trading statement 
was fairly coy on hard numbers, the 
£l95m projected annual cost savings are 
clearly safe. In foct given the speed with 
which the original projections of the 
savings were offered to the market they 
are likely to have been underestimated by 
at least £50m If enhanced purchasing 
power and distribution networks are 
exploited to the full In this context, yes- 
terday’s revelation that the currency hit 
would be some £15m greater than expec- 
ted should not be a serious worry for a 
group with forecast pre-tax profits of 
nearly £2bn. 

The most important task is to allocate 
capital to best advantage within the 
group, and back to shareholders. Putting 
six non-core Pills bury brands up for sale 
makes sense; it will free Diageo’s gargan- 
tuan marketing budget and distribution 
network to focus on the group’s best 
growth brands. The strategy is hard to 
foult 
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Helmut Kohl, the German 
chancellor, yesterday ruled out a 
“grand coalition” of his gover ni ng 
Christian Democrat union with the 
opposition Social Democrats (SPD) 
after the general election cm Septem- 
ber 27. 

The chancellor insisted that no 
one within his party was prepared to 
endorse a partnership with the SPD. 
Speaking after a meeting of the 
CDU's executive committee, he 
accused the opposition of promoting 
the idea to attract voters in the cen- 
tre of the political spectrum and to 
distract attention from its plans for 
a leftist government 

Mr K»h1. who has been trailing the 
SPD's candidate for chancellor, Ger- 
hard SchrOder, in opinion polls for 
months, was upbeat about his pros- 
pects of winning a -fifth successive 
chancellorship. “The campai gn has 
only just begun and I am convinced 
that we wfll win," he said. 

The chancellor made it dear he 
would base bis campaign an Ger- 


. many's economic recovery while 
attacking the character and record 
of his challenger. 

The German cabinet win tomor- 
row approve a 1399 federal budget It 
cannot become law before the elec- 
tion, but the .plan is intended as a 
signal that If returned to office, the 
ruling coalition win continue pru- 
dent financial policies to reduce the 
public deficit and taxes. 

Mr Kohl yesterday cited recent 
forecasts that Germany’s jobless 
total would foil below 4m in the 
autumn as proof of his government's 
success in fighting unemployment 
Hie attacked Mr SchrOder for his 
performance as prime minister of 
the federal state of Lower Saxony, 
charging that he had foiled to reduce 
unemployment, improve education 
or maintain law and order. 

Mr Kohl also lambasted his oppo- 
nent far “having ducked the big 
questions” in Germany’s recent his- 
tory, including re-equipping Nato 
with nuclear weapons in the 1980s, 
German unification in 1990, and pol- 
icy on the euro. 

Mr Kohl issued a stem wanting to 


the small Free Democrat party, 
which is the junior partner in the 
Bonn coalition, following recent sug- 
gestions- from some FDP politicians 
that it s hould consider teaming qp 
with the SPD. He pointed out that 
the FDP relied heavily on CDU sup- 
porters, who vote FDP for tactical 
reasons. 

While Mr Kohl was underlining 
his determination to retain power in 
September, Mr SchrOder and the 
environmental Green party, which is,*, 
a probable coalition partner for thC/ 
SPD; were engaged in damage limi- 
tation- 

Green leaders yesterday distanced 
themselves from an electorally 
unpopular proposal to impose a 
100km an hour speed limit on Ger- 
man motorways, made by GCa Alt- 
mann, who handles the party's 
transport portfolio in parliament 

Accusing the Greens of “craving 
defeat”, Mr SchrOder pledged there 
would be no 100km limit with him as 
chancellor. 


Bonn budget and Santer warning, Rags 
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Europe today 

Low pressure will keep much of 
northern Europe unsettled. Scandi- 
navia wfll be showery with some 
longer periods ol rain Ukefy across 
the Baltic States. Eastern Sweden 
will also have heavy or thundery 
showers. Poland and eastern Gar- 
many will be cool and dry but the 
rest of central and western Europe 
will have rain or showers, heavy -.»* 
and thundery at times across the 
Alps and northern Balkans. Most of 
the Mediterr an ean will be hot and 
sunny apart from light rain across 
the north of the Iberian Peninsula 


Five-day forecast 

Heavy rain and thunderstorms are 
likely across central Italy, the 
Balkans and much of eastern 
Europe tomorrow. Further storms 
are likely around the Black Sea and 
western Russia throughout Thurs- 
day and Friday. Freshening west- 
erly winds win keep most of west- 
ern Europe cool until the weekend. £ 
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Ryanair, Europe’s largest low fares airline, is pleased to 
announce the acquisition of 45 Next Generation 737-800 
series aircraft from Boeing, the world’s largest aircraft 
manufacturer. These aircraft will enable Ryanair to offer 


^RYANA/R 

THE LOW FARES AIRLINE 


1995 1996 1997 1998 

our low fares to many more markets in Europe and to 
continue to expand Europe’s largest and most 
successful low fares airline. Ryanair and Boeing, 
an unbeatable team! 
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ECONOMY FEARS OF OVERCAPACITY GROW AS ASIAN CRISIS HITS COUNTRY'S FASTEST GROWING INDUSTRY 

Brazil car sales fall 17% in first half 


By Geoff DjwmSSo Patria 

Car sales In Brazil &U by 
l?.l per cent in the first half 
of this year, coufimuug the 
heavy blow that one of the 
country's largest and 
once fastest-grawfngr 
Industries has suffered as a 
result of the Asian economic 
crisis. 

Brazil's Association of Car 
Manufacturers. Anfavea, 
said production of cars had 
fallen by 14.7 per cent in the 
first six months of this year, 
compared with, the same 
period in 1997. 


The huge dent in sales 
caused by the Asian crisis 
has exacerbated fears of seri- 
ous over-capacity 
In the sector following 
heavy investment in 
Brazil by many of the 
world’s leading carmakers in 
recent years. 

Sales of new cars, nearly 
three-quarters of which are 
bought on credit, have fallen 
sharply since November 
when the government dou- 
bled interest rates to 43 per 
cent in an effort to defend 
the currency. 

The industry has also been 


affected by an increase in 
taxes on both cars and petrol 
and higher unemployment 
which has led to restrained 
consumer spending. 

Hie market is expected to 
recover some ground in the 

second hall However, ana- 
lysts believe sales will be 10 
per cent down far the year 
as a whole and production 5 
per cent lower. 

Other sectors of the econ- 
omy which depend heavily 
on consumer credit have 
also been hit hard by the 
fall-out from the Asian cri- 
sis. 


Last month. Lqjas Axapud, 
one of the biggest retail 
ehflinfi for household electri- 
cal goods in Brazil, was 
forced to seek protection 
from its creditors. 

Car manufacturers were 
able to make up far some of 
the lost domestic market by 
increasing exports by 45 per 
cent from US$L85bn to 
$L68bn in the first half of 
1998. 

Sales of passenger cam by 
Volkswagen, far many years 
the largest producer in the 
country, were 32 per cent 
down. at 185,143 In 


the first half, while 
Fiaf s sales Ml 23.6 per cart 
to' 185,584. according to 
Anfavea. 

Until the end of last year, 
the Brazilian car industry 
experienced a period of sus- 
tained growth with produc- 
tion rising on average by 14 
per cent a year since 199L 

Economic stabilisation 
prompted a boom in con- 
sumer demand, especially 
for small “popular” cars. 

With growth opportunities 
limit ed In Europe, the US 
and Japan, carmakers have 
appointed South America, 


Quito’s popular mayor looks 
to act on a grander stage 

Jamil Mahuad is hoping that his style of governing will help win 
him the presidency of Ecuador. Justine Newsome reports 


A sk the locals what Jamil 
Mahuad, the popular 48- 
year-old mayor of Quito, 
has done for the city, and 
they will probably name the 
“trole". Short for the Span- 
ish word trolebus. the trole. 
a swift, smart electric tram 
system, carries 200,000 pas- 
sengers daily along a north- 
south artery through the 
city, with linking bus routes. 

Mr Mahuad, known to the 
city’s residents as Jamil, is 
hoping that the popularity of 
the trole and his style of gov- 
erning will help carry him to 
victory in the second round 
of Ecuador’s presidential 
elections next Sunday. 

Meanwhile Alvaro Noboa, 
a wealthy businessman from 
the coastal port of Guaya- 
quil, has been waging a lav- 
ish populist campaign 
among the poor of Ecuador’s 
coast, narrowing Mr 
Mahuad's lead In the polls to 
16 points in the latest opin- 
ion figures from polling com- 
pany Zedados a week ago. 

The camp ai g n has capital- 
ised on popular discontent 
with years of political mis- 
management and centralised 
administration. 

A political novice, Mr 
Noboa emphasised his busi- 
ness experience, but is 


backed by the Ecuadorean 
Roldosist party (PRE), the 
party of former president 
Abdala Bucaram, who was 
deposed in 1997. 

The trole began operating 
just in time far Mr Mahuad 
to win reelection to a sec- 
ond term as mayor in 1996. 
This week he made a down 
payment on the $55m invest- 
ment needed to raise capac- 
ity by 140,000 passengers 
daily, financed by a consor- 


Four out of five 
Ecuadoreans rate 
the mayor’s work 
in Quito positively 


H um of interna tirmal lianfrw 

and the Spanish govern- 
ment. Following up on pro- 
jects initiated by the previ- 
ous mayor, also from the 
centrist Popular Democracy 
(DP) party. iTlm’nh’ifltpri and 
signposted multi-lane high- 
ways have replaced Quito's 
old access roads. 

Contacts with govern- 
ments and other interna- 
tional organisations have 
brought Quito $500m In aid 


and concessionary loans. 
Drinking water supplies are 
ensured until 2015. Mr 
Mahuad thought an effort to 
simplify the city's adminis- 
tration was crucial to the 
success of these projects. 

In poor neighbourhoods 
“people need every- 
thing... paved roads, areas 
for local sports, wire-netting 
round schools to stop the 
bids running on to the 
street, laundries and stairs, 
in a hilly city like Quito. 
These are things which 
change people’s lives,” Mr 
Mahuad explained. The 
people became a powerful 
ally. When, in preparation 
far the trole, the city council 
ordered buses off the trole 
route and those over 20 
years old off the streets, 
drivers paralysed the dty. 

“Jamil handed the prob- 
lem to the people, saying the 
buses are boycotting a good 
service." said Rosangela 
Adum, former director of 
culture and education for 
the city council. 

“He focused attention on 
the real issue - that he was 
trying to give Quito a better 
quality of life and look out 
for the fnrnmnn gOOtL" 

Good press relations were 
vital in the transport confli ct 



Mahuad: focusing an Issues which change people's fives 


as they are now in the elec- 
tion campaign. "Governing 
is communication, not In the 
Machiavellian sense of mak- 
ing people believe but for 
transparency." said the 
mayor. 

"For example if you collect 
taxes, you have to tell people 
what you are using the 
money for." 

Nationwide, four out of 
five Ecuadoreans rate the 
mayor’s work in Quito posi- 
tively, according to the Mar- 
ket polling firm. 

“A good part of the popula- 
tion sees the president as a 
great mayor - they vote in 
elections to have something, 
to improve their situation 


and quality of life," said Mr 

MnhnnH 

But Ecuador is In crisis 
and some still whether 
being mayor on the gr and 
scale, a great cnmmimieatnr 
with a carefully- cultivated 
image and an able politician, 
is enough to turn the coun- 
try around. The coastal 
region has been devastated 
by the effects of El Nifio, 
over 60 per cent of the popu- 
lation are poor and political 
instability has earned Ecua- 
dor the description of ungov- 
ernable. 

Real GDP growth is fore- 
cast at below 1 per cent this 
year and inflation at over 40 
per i mt - The fiscal deficit is 


dose to 6 per cent of GDP. 

“Mahuad has the capacity 
for consensus but he does 
not have vision. He has a 
good technical team. But the 
problem is to daffnp a long 
term project for the coun- 
try." said Alberto Acosta, 
consultant at Udis social 
studies centre. 

Mr Mahuad defended his 
approach: “How to balance 
theory and practice, leader- 
ship and the capacity to 
deliver cona ete goods. ..this 
is what I try to do. 

1 believe that leadership 
Is needed and leadership is 
demonstrated in the capacity 
to do thing s Leadership is 
not in the air." 
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alongside XSiina .and India; 
as one of r Q& markets Wffh 
the most potential. * * 1 

. Manufacturers have-com- 
mitted to knrestiip to $20tm 
over the hogt faux yea^Jn , 
Brazil, moving' tt from eighth 
to fifth hi laa g tig table of 
car prednewi'. ■ .7 v 

Even though , sales are 
expected to' p£dc up hext 
year, some analysts -beBeye 
demand will -remain well 
short of the . production 
capacity of up to 8m cars a 
year the industry win soon 
have. 


Canadians wake up to 
dangers of 2000 bomb 

Canadian Buejneeses are improving their response to*® 
so-ca&^ ni®Bnnkim bomb, with over two-thif^^^Qay 

have taken stops to prepare their computer systems, accoro 

ing to the latest Statistics Canada survey. 

TWs compared with last October when only 45 par cent of 
companies had Instituted any measures anti one In 10 com- 
panteSAmentirafy unaware of the problem, the agency aaia 
yesterday. Arn^nfl'ferga compares,- two-tWrds said they had 

put In piactffbffRal ptens for upgrading their computer 
systems, compared ' w%> 48 per cent last year. . 

But Jean Monty, the chtaf executive officer of B eB Canada 
Enterprises, waroed yartwday that “in spite of the progress 
so far, tt is obvious the overall situation fe still serious . Many 
companies had wattedvary late to begin making changes, 
pushing them pertously close to the December 31, 1999 
deadline. Canadian budnessas, fflee others worldwide, have 
been slow to respond to the faraal poised by the inabflKy of 
most computers to- distinguish between 2000 and 1900. 
Edward Aldert, Toronto' 

NON-MANUFACTURING ACTIVITY 


Services sector growth slows 

Growth in the US services sector and other rKrvmanufactur- 
fng businesses stowed in June, a sign that the damage 
inflicted on US manufacturing by the Asian crisis has begun 
to touch other areas of the economy. 

The National Association of Purchasfrig Management 
(NAPM) yesterday sad. its non-manufacturing business activity 
index last month retreated to 61.5 per cent in June from 
May’s 64 per cerrt A reedtog above 50 per cent suggested 
growth in activity, white one below 50 per cent indiceted con- 
traction. 

“Overall in June, non-manufacturing industries continued to 
grow and to Increase tiieir employment white reducing inven- 
tories and paying less tor purchased materials and services," 
said Ralph Kauffman of the NAPM. 

“Concerns of purchasing executives teducte Wgh inventory 
levels and supplier delivery performance.” Managers who 
responded to the survey said manufacturers were not meeting 
demand. Nancy Dunne, Washington 


MEXICAN LOCAL ELECTIONS 


Mixed message for PRI 

Mexico’s voters sent mixed messages to the ruSng institu- 
tional Revolutionary party (PRO yesterday. Early results for. 
Sunday's local elections showed the PRI had lost a state to 
leftwing rivals for the first time, but regained co n trol in 
another. Preliminary results gave the PRI 48 per cent in toe 
northern state of Chihuahua against 43 per cent for the con- 
servative National Action party (PAN), which had held the gov- 
ernorship. 

In Zacatecas State, p relim i nary results showed the Demo- 
cratic Revolution (PRD) leftwing opposftion party winning Its 
first governorship, with 43.1 per cent of the vote against 36.1 
per cent for the PRf. 

The PRI seemed to be saffing to victory in a third state, 
Diaango. The elections were seen as a crucial test for aft 
three main political parties ahead of the presidential contest in 
2000. Reuters, Z ac a tec a s " 



RWE - Successful in its 100 th business year. 

Advance information for our shareholders on the 1997/98 business year 


Net income 

The altogether successful 
business trend of the RWE 
Group continued in the 
1997/98 anniversary year. 
RWE's share in the net profit 
for the year grew by 9% to 
approx. DM 1.4 billion. 
Profits were up significantly 
in the divisions of Energy, 
Mining and Raw Materials 
as well as Petroleum and 
Chemicals. In the Waste 
Management Division, high 
charges were incurred in 
1997/98 for the reorgani- 
zation of the eastern European 
operations and for further 
restructuring at home. 
Earnings in the Mechanical 
and Plant Engineering Division 
matched the high year-earlier 


• Energy, Miningand tew Matetf alfs^ 

: as well as Petro^ Chemicals ; .v . - * 

• • ‘ pestfai gt i iilli 

• Reengineering of tfee Waste MaDagement 

: 0 iv i jsieia ' fJP 


level which had benefited from 
distribute/recapture measures. 
Up-front losses continued 
to rise in Telecommunications; 
this was eased up by using the 
Group's provisions earmarked 
for this purpose and by the gain 
from the sale of TALKLINE. 
The Construction and Civil 
Engineering Division Improved 
its profit again slightly. 

Net sales 

At DM 72.2 billion, the Group's 
net sales matched the year- 
earlier level. Foreign sales 
advanced strongly, while safes 


fell back at home. The foreign 
share in the Group's net sales 
grew from 19% to 23%. 

The Hungarian energy utilities, 
additional companies of the 
Waste Management Division 
and, now for the whole year, 
the companies Linotype- Hell, 
Sheridan Systems and Stork 
Contiweb in the Mechanical and 
Plant Engineering Division were 
consolidated for the first time. 
The Breuer and'the Delhey 
group in the Mining and Raw 
Materials Division as well as 


the TALKLINE group In 
Telecommunications were sold 
and deconsolidated. Adjusted 
for consolidation effects, net 
sales were down some 6% from 
the year-earlier level. The 
decline Is primarily attribut- 
able to Construction and Civil 
Engineering where sales were 
down DM 1.6 billion from the 
year before for account-settling 
reasons despite a rise in 
construction work output. 
Furthermore, the Mining and 
Raw Materials Division was 
Impacted by the continuing 
structural change In the 
eastern German heat market, 
while the Petroleum and 
Chemicals Division suffered 
from the strong decline of 
crude oil prices in the inter- 
national oil market. The devel- 
opment In Mechanical and 
Plant Engineering, however, 
was pleasing, especially in the 
printing press sector owing to 
buoyant export business. 


RWE Group 
Net sales 


Change 

% 

Energy 


+ 63 

Mining and Raw Materials 


- 20.7 

Petroleum and Chemicals 

.■ / 27.6 

- 23 

thereof mineral oil tax 

‘ .. ia* 

+ 03 

Waste Management 

i-7 

+ 17.9 

Mechanical and 



Plant Engineering 

- c. '• 8-5 

+ 27.7 

Telecommunications 


- 803 

Construction and 



Civil Engineering 

> ;0.T-7' 

- 20.6 

Others 

v % v p 

0.0 

Total 

Germany 

International 


+ 0.1 

- 5.0 
+ 223 


Investments 

In 1997/98, the Group's invest- 
ments, Including acquisitions, 
totalled DM 7.2 billion. Capital 
expenditure was thus 28 % 
lower than the year before when 
investments were extremely high 
owing to our commitment of 
DM 3.6 billion to o.tel.o. In - 
1997/98, the cash flow rose to 
DM 9.6 billion, thus exceeding 
our capital spending. 

Workforce 

As of June 30, 1998, the 
number of employees grew by 
about 8% to 147 300. The rise 
Is primarily attributable to the 
• first-time consolidation of the 
Hungarian energy holdings and 
the incorporation of the 


employees of the surfactant, 
solvent and fat operations of 
Huls AG acquired as of 
June 30, 1998. Some 21% 
of the workforce are now 
employed abroad. Adjusted 
for consolidation effects, 
the number of employees fell 
by 4.5%. 


Essen, July 1998 


The Board of Management 


RWE Aktiengesellschaft 
Opernplatz 1, D-45128 Essen 

Phone + + 49 201/12-00 

Fax ++49 201/12-15199 
Internet: 

http://www.rwe.de 


RWE Energle, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Telliance, HOCHTIEF 
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INSIDE 


Wall Street’s doubts reflect 
Motorola’s shake-up problems 

Motorola, the US telecommunications equipment 
and semiconductor manufacturer, will report 
second-quarter results after the dose of trading, 
and analysts expect an operating loss. The group 
Is consolidating operations. But Wall Street is 
ambivalent, reflecting Motorola’s organisational 
and market problems. Page 20 

Tel Aviv traders lack optimism 

Traders on Tel Aviv's 

brad 

TA 25 Index 

‘ ggO ' 


ZY-r — 
** w 


300 
2*9 

260 i — 

- Jan 1998 

atvaMHO 


JJ 


Stock Exchange are not 
optimistic. Over the past 
two weeks volumes have 
fallen to a daily low of 
ShkiOOm while the 
blue-chip TA-25 Index 
has hovered around the 
330- point level. EJIae 
Horowitz, Israel analyst 
at Lehman Brothers, the 
US investment bank, 
says the foreign inves- 
tors that account for about 13 per cent of turnover 
are waiting on the sidelines. Page 44 

Viohalco to return to Greek index 

Vlohalco, Greece's biggest metals group, is poised 
to return to the Greek FTSE/ASE 20 Index, it win 
reward Vfohalco's transformation from a traditional 
family business into a group that complies with 
** European Union best practice. Pag® 24 

Albatros challenges LME fine 

The London Metal Exchange faces a legal chal- 
lenge over a £200,000 fine it imposed on Albatros, 
a privately owned, Rotterdam-based warehousing 
company. Albatros was given leave by a High 
Court judge to seek a judicial review. Page 34 

Saint-Gobain in DM590m offering 

Saint -Gobain, the French glass maker and dversr- 
fied company, provided a rare chance to see a 
European corporate bond issue, with a DM590m 
offering. It was St-Ga bain's first In a European cur- 
rency other than French francs. Page 32 

Yen slips on tax cut statement 

The yen weakened in early trading in Tokyo as 
Ryutaro Hashimoto, the Japanese prime minister, 
made clear that he had not meant to hint at per- 
■>t rnanent tax cuts in statements last week. Page 33 

" Agriculture expands in Latin America 

Agriculture in Latin American and the Carfobeen is 
growing faster than other sectors. But with the 
expansion has come a change in the sector’s 
structure. Oil products and sugar cane were most 
dynamic In the 1960s, eclipsing cereals and cof- 
fee, which dominated in the 1960a Page 34 

Weak dollar hits European sentiment 

Sentiment In world equity markets hovered 
between a weaker dollar and hopes for good news 
from Japan. European markets traded narrowly but 
dknbed off their lows later In the day. Page 44 
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EYC to merge with Norsk arm 

New company will become one of the world’s top four 

Rv ^nnlrtllfl In IimmImi — rl ninnlri Haenma rtna nf thp t ho 1 TV Hormnnu nnH pica. 


By Cflve Cookson hi London and 
Thn Burt in Stockholm 

EVC international, Europe’s 
leading manufacturer of PVC 
plastics, yesterday said it 
planned to merge with the 
petrochemicals arm of Norsk 
Hydro. Norway's largest indus- 
trial group. 

The new business win have 
7.000 employees, 20 production 
sites and more than £lbn 
worth of assets - but its cur- 
rent combined market capital- 
isation Is just £270m ($450m). 
The low rating reflects overca- 
pacity and poor profit margins 
In the commodity chemicals 
industry in general and PVC 
in particular. 

The two companies, which 
have been in merger talks for 
several months, said the group 


would become one of tbe 
world's four largest producers 
of PVC - the raw material 
used to make plastics for a 
wide range of applications 
fr om buildings to cars. 

The merger marks a further 
consolidation of European 
vinyl production, which began 
in 1986 when Imperial Chemi- 
cal Industries of the UK and 
Enicbem of Italy formed EVC 
as a joint venture. The group 
was floated on the Amsterdam 
stock exchange In 1994, with 
I Cl and Enirhpm each retain- 
ing a 16.5 per cent stake. 

EVC shares closed op FI 3.10 
at FI 36 last night. In Oslo 
Norsk Hydro was up NKrilSO 
at NKr34& 

Although EVC is based in 
the Netherlands, most of its 
4,000 employees are in Italy, 


the UK, Germany and else- 
where in Europe. The 3,000 
employees in Norsk Hydro's 
petrochemicals division are 
concentrated in Norway, Swe- 
den and the UK. 

By combining their PVC 
operations, the companies 
hope to achieve savings of 
FI 80m ($40m) a year over the 
next three years. They said 
yesterday it was too soon to 
give details of likely plant clo- 
sures or redundancies in 
Europe; expansion will be 
focused on Asia, where neither 
company has a large presence. 

Under the terms of the pro- 
posed “merger of equals", EVC 
will issue Dew shares to Norsk 
Hydro in exchange for its 
petrochemicals assets. The 
Norwegian company will then 
hold 45 per cent of tbe equity 


PVC producers 

in the merged group. Norsk 
Hydro and EVC will each nom- 
inate two members to a man- 
agement board led by Ettore 
dell'Isola. chairman of EVC 
and chief executive-designate 
of the new group, which has 
yet to be named. 

The merged company will 
have an annual production 
capacity of 1.8m tonnes of PVC 
- about the same as Shin-Etsu 
of Japan. Formosa Plastics of 
Taiwan is tbe world's largest 
producer, with about 2.im 
tonnes, and the merged PVC 
operations of Geon and Occi- 
dental Petroleum of the US 
will have about 2m tonnes. 

“The PVC market is growing 
by about 1-2 per cent a year in 
Europe and 4 per cent a year 
globally, " said Nigel Taylor. 
EVC finance director, “but 
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there are still too many play- 
ers - about 15 in Europe.” 
EVC was advised by Morgan 
Stanley Dean Witter and 
Norsk Hydro by Goldman 
Sachs. 
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AT&T chief Michael Armstrong, left, with TCPs John Malone announcing the deal last month 


AT &T may reconsider 
details of TCI deal 


By Richard Waters in Hew York 

At the time that Bell Atlantic 
abandoned its planned acquisi- 
tion of Telecommunications 
Inc, the television cable group, 
four years ago, the telephone 
company's stock had fallen 
more than a fifth since tbe 
idea was hatched. 

AT&T's stock, down around 
15 per cent since its own take- 
over of TCI was unveiled two 
weeks ago, may not yet be in 
the danger zone. But dissatis- 
faction over the terms mtife 
merger - worth about S30bn 
excluding debt - may be 
enough to prompt at least 
some adjustments to make it 
more palatable to an unim- 
pressed stock market 

Yesterday AT&T wa s stick- 
ing to its guns over the terms 
of its acquisition. “We have 
signed a definitive merger 
agreement and are committed 
to the transaction,” the com- 
pany said. 

The main terms appear to be 
set in stone, not least because 
of a $X-75bn break-up fee that 
would have to be paid If either 
side walked away. 

Although AT&T’s shares 
have fallen over the past two 


weeks - in spite of a small 
bounce yesterday morning - 
TCTS stock has stayed broadly 
steady, reducing the gap 
between the two and suggest- 
ing greater confidence in tbe 
transaction. 

By yesterday. TCI was trad- 
ing around 10 per cent below 
the price implied by AT&T’s 
all-stock offer, compared with 
a 15 per cent discount on the 
day the deal was announced. 
Such discounts are common, 
given the length of time the 
combination will take to com- 
plete and the risk in any 
merger that the deal will not 
go through. 

But the two companies still 
have considerable latitude 
over the details of how they 
structure their combination. 

Executives from both compa- 
nies have conceded that the 
structure has not gone down 
well. In particular, there hare 
been concerns about a 
so-called “tracking stock" 
AT&T plans to Issue to reflect 
the performance of the two 
companies’ consumer busi- 
nesses after the merger. 

The structure was intended 
to provide a degree of insula- 
tion for AT&T’s stock from the 


heavy debt load of the con- 
sumer operations. However, 
the split will not be complete, 
with AT&T planning to own 
more than half the new track- 
ing stock itself. 

Leo Hindery, TCI president, 
appeared to indicate a rethink 
of AT&T’s ownership of the 
tracking stock in comments 
made to the Los Angeles 
Times last week. 

Mr Hindery was reported as 
saying it was "quite possible" 
the tracking stock would be 
spun off entirely. 

AT&T refused to comment 
on Mr Hlndery’s reported com- 
ments yesterday, though it 
said it had not changed Its 
plans. The company has main- 
tained it plans to retain close 
ownership of the tracking 
stock, with Michael Arm- 
strong. chairman, telling ana- 
lysts: “We did not want to in 
effect dispose of our consumer 
business.” 

Few details about the track- 
ing stock have been issued, 
leaving room for the two 
groups to adjust tbe terms to 
reflect some of the stock mar- 
ket’s concerns - though a com- 
plete spin-off would represent 
a more fundamental rethink. 


Diageo in dispute over US 
tequila distribution rights 


By John Wffiman, 
Consumer Industries Editor 


Diageo, the UK food and 
drinks group, is in dispute 
with Jose Cuervo, the com- 
pany that makes the world's 
most popular tequila brand, 
over distribution rights in 
North America. 

The Mexican company is 
seeking to renegotiate a distri- 
bution agreement signed with 
a subsidiary of Grand Metro- 
politan. which merged with 
Guinness last year to form 
Diageo. 

Tequila is tbe fastest grow- 
ing spirits category in the US 
with Cuervo the leader In the 
biggest market outside Mexico. 
GrandMet had the US rights to 

distribute It until 2010 and 

achieved sales growth of 10 per 
cent last year. 

Cuervo contributed more 
than £50m of gross profit to 
Diageo last year. Losing the 


rights would leave the group 
without a leading tequila 
brand in the US. 

Josfe Cuervo believes the 
merger, structured as a take- 
over of GrandMet by Guinness, 
allows it to renegotiate the 
contract. Diageo, which has a 
45 per cent stake in the family- 
dominated private company, 
has asked the US courts to 
rule on tbe issue. 

Announcing the court 
action. Diageo also issued a 
trading statement saying the 
11 months to the end of May 
had been “in line with expecta- 
tions". 

However. Diageo shares fell 
14p - almost 2 per cent - to 
7l2p amid disappointment that 
there was not more positive 
news on the merger. 

The statement also included 
a bigger-than-expected forecast 
for the impact of strong ster- 
ling in the coming year and 
news of further disposals by 


the Plllsbury food division. 

At current exchange rates, 
Diageo expects adverse 
exchange rate movements to 
cost it £65m in operating profit 
in tbe year to June 1999. For 
the six months to June SO 1998, 
they cost the group £55m. 

Plllsbury is to sell several 
“non-core” brands including 
Underwood processed meat 
and canned beans and Pet 
evaporated milk. GreenhiU, the 
mergers and acquisition spe- 
cialist, will handle the sale of 
the products. 

Spirits volumes were up in 
most markets, including Latin 
America. Asia is expected to 
contribute profits of under 
£100 m this year, compared 
with £170m two years ago. 

Phil Yea, finance director, 
said Diageo was on track to 
reach the £195m of savings pre- 
dicted from the merger, 

Lax, Page 18 


Nomura Securities 
to enter foreign 
exchange trading 




Tett to Tokyo 


Nomura Securities, Japan’s 
largest broker, plans to 
become the first of the coun- 
try's non-banks to enter for- 
eign exchange trading. 

The move has been triggered 
by Japan’s “Big Bang” finan- 
cial deregulation, which since 
April 1 has been breaking 
down traditional barriers in 
the industry. Before April 1 
only authorised hanks were 
permitted to take part in for- 
eign exchange. 

Nomura refused to disclose 
the size of foreign exchange 
b usiness it wanted to set up. 
But company officials indi- 
cated that it was aiming for 
operations on the same scale 
as city h anks such as Sumi- 
tomo Bank, which conducts 
foreign exchange transactions 
of about YlD.OOObn f$70bn) 
each month. The broker said it 
would launch both proprietary 
and agency foreign exchange 
trading in August 

Nomura's entry into foreign 
exchange trading also illus- 
trates its efforts to strengthen 
its investment banking 
operations to fight growing 
competition from western 
banks, which are taking 
advantage of deregulation. 

Western banks have been 
increasing their activities in 
Japan, highlighted by a flurry 
of high profile alliances, with 
Travelers Group announcing it 


would take up to 25 per cent of 
Nikko Securities, Japan's third 
largest broker. 

Western banks are also 
building domestic operations 
in Japan. Last week Merrill 
Lynch opened several 
brandies that it bought from 
Yamalchi Securities, Japan’s 
fourth largest broker which 
collapsed last November. It 
hopes to use these to become 
the first western broker to 
develop a large independent 
retail network in Japan. 

These developments may 
force Daiwa Securities, the sec- 
ond largest broker, to forge an 
alliance with a Japanese or 
non-Japanese partner. Kokusai 
Securities, now the fourth larg- 
est broker, has also indicated 
that it would consider a for- 
eign partner. Nomura, which 
is the healthiest or the big 
three brokers, recently 
announced it was developing a 
loose alliance with Industrial 
Bank of Japan. 

The Big Bang reforms have 
attracted a number of new 
companies into the retail end 
of the market: some travel 
agents are offering foreign 
exchange services for the first 
time. But until now no com- 
pany had applied for the neces- 
sary licence to enter the inter- 
bank foreign exchange market. 

Daiwa Securities, Japan’s 
second largest broker, yester- 
day said it had no plans to 
enter foreign exchange. 


Asian bond 
issues will 
test capital 
markets 

By Edward Loce 

China. Malaysia and Thailand 
are preparing to issue dollar 
bonds in the next few weeks in 
a much-awaited return of 
Asian sovereign borrowers to 
the international capital mar- 
kets. Bankers say that all 
three countries should expect 
a relatively critical reception 
from investors, given the size- 
able losses US and European 
bond funds have incurred on 
their Asian portfolios over the 
last 12 months. 

“Asian governments are 
going to have to pay well in 
excess of what they are accus- 
tomed to if they are going to 
get these deals away.” said 
Richard Gray, vice-president of 
emerging markets research at 
Bank of America. 

Thailand, which is today 
expected to nominate Goldman 
Sachs and Warburg Dillon 
Read as lead managers of the 
Slim offering, last tapped the 
international markets In April 
1997. The spread, or premium 
paid over US Treasury bonds, 
on last year’s offering has 
since almost doubled to more 
thaw 4 percentage points in the 
secondary bond markets. 

China, which last issued a 
bond in the midst of the global 
markets turmoil last October, 
is expected to issue a Slbn 
bond lead managed by Gold- 
man Rafths and Credit Suisse 
First Boston. China’s last bond 
was launched at a spread of 90 
basis points over the US Trea- 
sury benchmark but has since 
widened to a spread of about 
160 basis points. 

Malaysia, which has never 
previously tapped the Interna- 
tional bond markets as a sov- 
ereign borrower, plans to issue 
S2bn in the next few weeks. It 
is unclear whether the bond 
will be directly issued by the 
government or by Malaysia's 
Asset Management Corpora- 
tion, which was recently set up 
to recapitalise the country’s 
banking sector. In either case, 
it will be the largest bond 
issue from a Malaysian entity. 

Market conditions, however, 
are considered to be worse for 
emerging market credits than 
a month ago. The Emerging 
Market Band Index, compiled 
by J.P. Morgan, has widened 
by more than 100 basis points 
to an average spread of 654 
basis points. In addition, inves- 
tors have lost money on the 
recent $4bn bond issue by 
South Korea and the S1.25bn 
issue by the Russian Federa- 
tion. Both are trading well 
below their launch price. 



Machu Picchuftm 


1911: the lost city of the ancient 
Incas is discovered. 

1997: a ground-breaking new source 
of capital is discovered. 


High yield debt has crossed the Atlantic and. with the help 
of Goldman Sachs, companies throughout Europe are 
reaping the benefits of the Euro-denominated market 
From syndicated lending to mezzanine financing to high 
yield debt for leveraged finance, turn to Goldman Sachs. 
And unearth a wealth of new financing opportunities. 
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Zapata plans world’s biggest internet site 


By Roger Taylor 
in Sen Francisco 

A Texan company making 
fishmeal and sausage girins 
yesterday announced plans 
to create the world's largest 
internet site by spending 
millions of dollars buying 
privately-owned internet 
sites. 

A vie Glazer, who will bead 

the new internet business, 
said: “People say we do not 
know anything about the 


internet but until a year-and- 
a-half-ago, nobody knew any- 
thing about it” He believes 
he has a formula to make 
real profits from the net - 
something that has eluded 
most of the larger existing 
companies - and his internet 
business will be profitable 
from day one. 

Over the past few months, 
Zapata has run advertise- 
ments in leading US newspa- 
pers with the simple offer 
“Zap will buy your Internet 


site." After receiving hun- 
dreds of replies Mr Glazer 
focused on 21 sites which he 
has agreed to buy. These 
include: TravelPage, with 
travel information; Latino- 
Link, the “leading web site 
for Latinos in the US”; 
Retro, a magazine on popu- 
lar culture; ChatPlanet the 
largest Java chat network on 
the net; and Daily Stocks, an 
investment research service. 

Mr Glazer said most of the 
sites he was buying were 


profitable. He criticised 
other internet companies for 
doing deals with potential 
competitors - such as Ama- 
zon.com, the book retailer. 
In contrast, his site will not 
simply be a portal but will 
also own the underlying ser- 
vices. For example, he has 
bought Bibliofind. a site 
offering 6m book titles, but 
which is supplied by a range 
of distributors. 

Zapata, run by father and 
son team, Malcolm Glazer 


and A vie, tried to break into 
the internet business in May 
when it made an unsuccese- 
fni $L68bn bid for Excite. ■ 
Founded in the 1950s by 
ex-president George Bush, 
Zapata was originally an oil 
and gas company until Mal- 
colm Glazer took a control- 
ling interest and reposi- 
tioned it in food packaging 
and marine protefo- 
Zapata made its first move 
into the internet in April 
when it bought two on-line 


Tp w paginftfl . After failing to 
' buy fixate, it decided to cre- 
ate its own internet portal 
Portals . are the starting 
points for people using the 
internet and offer a range of 
services including informa- 
tion directories, news, maga- 
zines and chat rooms. ■ 
Zapata plans'to split itself 
in two, creating Zap Corp as 
the separate internet busi- 
ness. Zapata currently has 
$120m in cash which win be 
split between the companies. 


Urgent call for Motorola 
as Asian upheaval bites 

Chief executive Christopher Galvin is under pressure to show he can 
improve company's performance, write Louise Kehoe and Nikki Tail 



W hen Motorola reports 
its second-quarter 
results today, ana- 
lysts expect to see an operat- 
ing loss - the company’s 
first such quarterly deficit in 
13 years. 

The quarterly figures will 
include a $l35bn restructur- 
ing charge as the telecom- 
munications equipment and 
semiconductor manufactur- 
ing group consolidates 
operations and shrinks its 
workforce by 10 per cent, or 
15.000 jobs. 

“Not enough,” Wall Street 
has decided. Since the com- 
pany unveiled restructuring 
plans last month. Motorola's 
share price has hardly 
budged. The stock is now 
trading at about $53, a 
shadow of the $90 high last 
year. 

Wall Street's ambivalence 
reflects Motorola's organisa- 
tional and market problems. 
The group has become fat, 
critics allege. Yet its current 
problems are largely due to 
external factors. 

Internally, the company 
faces tough challenges as it 
attempts to shift Its corpo- 
rate culture, replacing 
decentralised management 
with a more orderly struc- 
ture and becoming more 
responsive to market 
changes. 

Christopher Galvin, 48. the 
grandson of Motorola's 
founder, who became chief 


executive just over a year 
ago, is under mounting pres- 
sure to demonstrate that he 
can improve the company’s 
financial performance. Some 
analysts think he has only 
until the end of the year to 
prove bis mettle 
Market conditions, notably 
the turmoil in Asia, are also 
working against Motorola. 
Last year, the company gen- 
erated 26 per cent of its 
almost $30bn sales in the 
region. Now, slowing growth 
in sales of cellular phones 
and pagers and acute price 
competition are hitting hard. 

But the biggest threat 
from the Aslan upheaval is 
to Motorola’s semiconductor 
business, responsible for 21 
per cent of revenues last 
year. Motorola is struggling 
to stem losses as supply out- 
strips demand and forces 
prices down. 

Yet Motorola's woes did 
not begin with Asia. In spite 
of its long history as a pio- 
neer in the car radio, televi- 
sion and cellular telephone 
industries, the company 
made a serious blunder 
when it allowed competitors 
to race ahead in digital cellu- 
lar phones. 

In some ways, the error 
was understandable. While 
European competitors Nokia 
and Ericsson rushed to 
develop products based on 
the GSM (Global System for 
Mobile communications} 


standard for digital cellular 
services, adopted quickly 
throughout Europe, Moto- 
rola's US customers were 
experimenting with incom- 
patible technologies. 

Moreover, with analogue 
cellular systems entrenched 
in the US, many analysts 
predicted a slow take-off for 
new digital services. So 
Motorola is still struggling 
to catch up. 

Motorola will launch a 
new range of digital phones 
later this year and their suc- 
cess may be crucial, analysts 
predict. "They've got 
another shot to get it right.” 
says Jeffrey Scblesinger at 
UBS Securities. 

The company's problems 
have been compounded by 
its management structure. 
For much of its 70-year his- 
tory, Motorola has been run 
as a collection of largely 
autonomous units. 

This worked well as long 
as the many markets Moto- 
rola addressed remained dis- 
crete. However, as different 
types of wireless communi- 
cation converged, the units 
began competing for 
resources and customers. 

“Today, if you're a pretty 
complicated wireless cus- 
tomer you've got several 
Motorola entities you've got 
to deal with, somewhat inde- 
pendently,” Merle Gilmore, 
former head of Motorola's 
European operations, 
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Nasdaq markets US groups 
to overseas audience 

a market value of $38bn 
companies flsted on as etectronk; 

Other US stock exchanges comblnedJW **^^™*£** 
is significant European interest in mvestmg * i US companies 
feted on Nasdaq. .. . ^ 

John Wan, president of Nasdaq Intematk^ 
show was likely to become a regular event “We Malone « 
the roles of the exchange is to bring inftmriaten 
tot” Ha cfetfrned that about 25 per cent gfhrta on the Nasdaq 
web site were now from overseas, suggesting eonsidarabte 
potential for tapping European demand. Nas^wftlalro look 
at taking groups of «s foreign feted companies to foe US* a* 
part of its rote of combining US and Europewi liquidity. 
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acknowledges. He is drawing 
up a plan to combine the 
company's cellular, paging 
and mobile radio operations. 

T he company has also 
earmarked new business 
opportunities. One of the 
most promising is a move 
into services - it plans to 
offer management services 
for communication systems, 
in much the same way that 
IBM and others have capital- 
ised on management of infor- 
mation technology s y s t ems. 

On the semiconductor 
ride, the company is shut- 
ting down two US chip 
plants and has narrowed its 
product line to focus on 
“embedded” applications - 
computer logic chips used in 
cars, household appliances 
and industrial equipment. 


But more drastic action 
may be needed. In the short 
term, losses from semicon- 
ductors may more than off- 
set any cost savings, ana- 
lysts predict. Hector Ruiz, 
who became president of the 
semiconductor operations 
last year, has acknowledged 
more plant closures are to 
come. Increasingly. Motorola 
may depend on third-party 
“foundries” to make its chip 
products. 

Semiconductor market 
analysts also want Motorola 
to sharpen its focus. “They 
don't have a solid gr o wth 
product” says BUI McLean 
of IC Insights, a market 
research group. 

A third, and more positive 
factor in Motorola's future la 
Iridium, a global satellite 
communications system in 


which the company holds an 
18 per cent stake. Motorola 
has built 72 satellites for 
Iridium, and although it has 
recorded little revenue from 
the project so for, the out- 
look is promising: 

Nevertheless, Motorola 
does face fundamental prob- 
lems. Some analysts draw 
parallels with as IBM or Dig- 
ital Equipment. At IBM, it 
took a ruthless new chief 
executive to sort things out. 
while Digital’s struggle to 
return to profitable growth 
ended with its acquisition by 
Compaq Computer. 

“Motorola is basically in a 
similar position,” says Mr 
Schleslnger. But he stresses 
it is st31 too early to predict 
whether a similar fate 
awaits 1L “Frankly, I think it 
is top soon to make the calL” 


lllinova warns of big loss 

The recent burst of hot weather, coupled wffo foe general 
shortage of surplus electricity supplies In foe Midwest, 
prompted lUnova, foe holding company tor Illinois Power, to 
warn It wfil see “Kite In the way of earnings for 1998”, and a 
"significant loss" for the six months to the end of June. 

The utility arid market prices of replacement power dimbed 
“to unprecedented levels' 1 during the heatwave in late-Jine, • 
with purchase prices reaching more than $4 per kilowatt-hour, 
white the same electricity was sold on to customers for about 
10 cents. It said the projection for aU of 1998 was based on .. 
“an uncertafr] and highly volatile etectric power market, which 
could cause material changes to our outlook as the year 
progresses”, but added that It was reviewing its uses of cash 
Tnducfing the future declaration of dividends”. 

Recent problems were caused partly by the sudden surge 
in demand for electricity, but also by the fact that three big 
nuclear plants are currently out of commission In (Snob aid a 
number of interstate transmission flnes were interrupted due 
to heavy storms. 

In a separate announcement, Unicom, the largest etectric&y 
company bn Illinois, said it was putting its coaHfred electricity 
generating plants up for sate as pvt of the deregulation of the 
regional energy market It said ft hoped to conclude a sate in 
foe latter half of 1999. NMd Taft, Chicago 


EMPLOYMENT A GENCIES 

Manpower executive quits 

A senior executive yesterday quit Manpower, the US-based 
temporary employment agency, in a further sign of trouble at 
the group. John Chart, who holds the positions of group chief 
financial officer, cha ir m an for Europe end managing director 
for Asia, left after a decade during which he had been in 
charge of axpancfing Manpower outside foe US. 

Mitchell Fromstein. Manpower chairman, said Mr Chart had 
been offered “a senior position ki the reorganised structure 
but fait that It was inconsistent with his own career objec- 
tives". The sudden departure is believed to have stemmed 
partly from management disagreements over the group's 
future direction and Style. Andrew Jack, Paris 



CANADIAN TELECOMS COMPETITION INTENSIFIES IN LONG-DISTANCE MARKET 


Carriers make fresh price cuts 


WHEELOCK 


Wheelock and Company Limited 

(Incorporated in Hoag Kong with limited liability) 

1997/98 RESULTS 


Without contribution from exceptional items similar to the previous year's. Group profit attributable to 
Shareholders for the year ended March 31, 1998 was HKS1, 449.0 million, a decline of 42.9%. Earnings per 
share were 71.5 cents, compared to 125 3 cents for the previous year. 

A Final Dividend of 16.5 cents recommended, bringing the total dividend for the year to 28.0 cents. 

Group's net debt to asset ratio stood at 253 percent with surplus available facilities to accommodate budgeted 
needs. 

Wharf continues to provide strong recurrent warnings and from its sizeable key start-up projects, to add 
substantially to these earnings. 

Gateway ITs completion will add substantia] rentals to the Group's investment property portfolio. 

Cable TV broken even operationally with viewerehip share up, hitting new high of 283 per cent from 22.4 per 
cent in July 1997. New T&T ahead of development plan. 

Modern Terminals, financially independent, with expected strong performance in 1998. 

Galaxia recovered full cost of development from successful sale of more than half of the apartment units, with 
the majority of the balance expected to be sold in 1998. 

Plaza Hollywood virtually fully let and highly popular for shoppers in Kowloon East. 

Premium negotiation with Government proceeding in connection with MTRC Package II and the San Miguel 
Brewery site, reflecting up-to-date market condition. 

RDCs selling programme regarding the Forest Hill, Regalia and My Loft projects in accordance with plan. 

Ardmore Park in Singapore under construction by Shimizu. The project was 98 per cent sold, with staged 
payments received on schedule. Timing of redeveloping Marco Polo Hotel into a luxury condominium project 
being examined. 


SUMMARY OF GROUP RESULTS 

Year ended March 31: 

Turnover 

Operating profit 

Exceptional Hems 

Profit from ordinary activities 

Share of profits less losses of associated companies 

Profit before taxation 

Taxation 

Profit after taxation 
Minority interests 

Group profit attributable to Shareholders 
Dividends 

Transferred to revenue reserves 
Earnings per share 

Dividends per share - Interim (paid) 

- Final (proposed) 

- Total 


1998 

HKS Million 
7,4993 

1.570.5 

1,570-5 

1,2823 

23523 

(6973) 

2.155.6 
(706.6) 

1349.0 

(567.9) 

881.1 

713 cents 

113 cents 
163 cents 
283 cents 


1997 

HKS Million 

5.839.8 

1,3633 

9153 

2J783 

1.713.4 

3.991.9 
(512.4) 

3.479.5 
(9443) 

23353 

(882.2) 

1,6533 

1253 cents 

113 cents 
323 cents 
433 cents 


By Scott Morrison 
in Toronto 

Competition In Canada’s 
long-distance telecommuni- 
cations market Intensified 
yesterday when two carriers 
announced another round of 
price cuts. 

However, industry observ- 
ers say prices have already 
fallen so much that they are 
becoming less important to 
customers than a carrier's 
ability to provide better 
service and additional 
products. 

Bell Canada, the wholly 
owned subsidiary of tele- 
coms group BCR, said it was 
cutting some international 
rates by as much as 37 per 
cent Call-Net, through its 
Sprint Canada subsidiary, 
simultaneously unveiled a 
package by which residential 
customers can make unlim- 
ited evening and weekend 


In .America, you are 
not rec uired to ore: 
food to the hungry. 
Or she'ier to The 
homeless. In fact, one 
of the nicest things 
about living here r 
America is that you 
really don't have to do 
arytnirg for anybody. 


! I 


To the BO mtflion of you who 
volunteered tine and money last 
je^thanfsfBraflymrtepren. 
Imagine nhat more could do. 
Call f-fflWHNE 5. it’s what 
in the world you can do. 


long-distance calls in Canada 
far C$20 a month. 

For the past six years, 
prices have been the focus of 
competition among the coun- 
try’s long-distance carriers, 
with average long-distance 
rates cut in half during that 
period. AT&T Canada is 
expected to respond quickly 
to the most recent price rats. 

Analysts expect 
long-distance carriers to cut 
prices by about another 10 
per cent a year as technolog- 
ical advances and regulatory 
changes enable them to 
reduce costs. However, they 
do not see the reductions 
being fully offset by reve n ue 
growth, and carriers’ gross 
margins are forecast to drop 
by about 5 percentage points 
a year. 

“Everyone is cutting 
prices before local competi- 
tion arrives, because it is a 
lot more expensive to win 


customers back once you’ve 
lost them;" said one analyst 
Observers expect that alter- 
native carriers, such as 
Metro-Net will begin offer- 
ing local telephony services 
to the corporate sector by 
the end of this year or In 
early 1999. 

Bell Is passing an to cus- 
tomers savings resulting 
from a recent deal between 
Stentor, an alliance of 
regional telephone compa- 
nies headed by Bell, and 
Teleglobe, the overseas net- 
work operator scheduled to 
lose its monopoly in October. 

Call-Net which owns 75 
per cent of Sprint Canada, 
has been the most the coun- 
try’s most aggressive price- 


With little difference 
between carriers’ prices, 
analysts believe companies 
must focus on service and 
providing value-added prod- 
ucts in order to retain 
customers. 

The shift from price com- 
petition will present signifi- 
cant c halleng es for the coun- 
try’s three main 
long-distance providers. 
While Bell has moved to 
improve its customer service 
in recent years, it still lags 
behind Sprint and AT&T. 
These two, however, cannot 
match the range of 
value-added products that 
Bell provides. 

Call-Net recently spent 
CfcLSbn buying Fonarda, a 


cutter, but Bell, recently. long-distance provider with 
released from the regulator’s a strong corporate base and 


restrictions, has quickly low- 
ered its rates to compete in 
the C$8bn (US$5.5bn) 
market 


a growing US network. The 
purchase will allow Call-Net 
to expand through additional 
markets. 
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If your non-life 
depends on it 

Let our unparalleled global network of correspondents and 
industry contacts provide you with up-to-the-minute news 
and analysis of 

■ latest developments in individual markets 

■ legal and regulatory changes 
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COMPANIES & FINANCE: ASIA-PACIFIC 


PHILIPPINES ESTRADA GOVERNMENT LIKELY TO BACK THE FORMER CHIEF EXECUTIVE OUSTED BY THE AQUINO ADMINISTRATION IN 1985 


Cojuangco set for return to San Miguel 


By Justin Marazzl ta Manta 

Eduardo Cojuangco, the 
former business associate of 
the late Philippine president 
Ferdinand Marcos, Is today 
expected to return to the 
helm of San Miguel, the food 
and beverage group, follow- 
ing last week's resignation 
of four directors including 
Andres Soriano, the chair , 
man and chief executive. 

The ailing group, which 
some analysts believe will 
sink into the red this year, 
will elect four new directors 


today. Analysts believe Mr 
Cojuangco will first be 
elected to the board and 
then be voted chairman and 
chief executive, a position be 
last held in 1985, before 
being removed by the Cor- 
azon Aquino government. 

Although the present 
board was elected only in 
April, the new administra- 
tion of President Joseph 
Estrada is regarded as sym- 
pathetic to Mr Cojuangco, 
who claims ownership of a 
48 per cent stake in San Mig- 
uel. In 1986, that stake was 


sequestered by the Aquino 
government which argued it 
had been fraudulently 
acquired using public funds. 

Mr Cojuangco already con- 
trols three seats .and is 
expected to win more In 
today’s elections through the 

votes of the Estrada govern- 
ment's new appointees. 

Mr Soriano, whose family 
founded San Miguel at the 
turn of the century, has seen 
his family stake in the group 
fall to about 2 per cent and 
was only able to maintain 
his position through 


government suppart- 

San Miguel shares have 
advanced on prospects of a 
new manflg*mn»nt and a pos- 
sible takeover by foreign 
companies such as 
Anheuser-Busch, Heineken 
and Hong Song's First 
Pacific. Yesterday, the 
group's B shares rose 3 pesos 
to 65 pesos, taking their gain 
to 11 per cent In the past two 
trading sessions. San Mig- 
uel's A shares closed 
unchanged at 44 pesos. 

“Mr Cojuangco's return is 
seen as positive mainly 


because it’s a move towards 
full privatisation,'' said Noel 
Reyes, of Anscor Hagedom, 
a local brokerage. “If the 
sale of the government’s 
shares does not push 
through, the marfruri 1 reaction 
will be very different." 

San Miguel is me of the 
Philippine companies worst 
hit by the Asian crisis. Estel- 
ito Mendoza, who is Mr Coju- 
angco's lawyer and a 
recently elected hoard direc- 
tor, said the new manage- 
ment would pay attention to 
the group's “very huge 


indebtedness of over 50bn 
pesos" aud its largely loss- 
making' foreign operations. 

“There is a potential 
return to cronyism here," 
said Rachea’ Regala, analyst 
at Indosuez W. L Carr, about 
the Kkfily return of Mr Coju- 
angco. “He has kept quiet cm 
his intentions but there is a 
feeling that he will focus on 
agri-businesses and cot back 
on foreign operations. The 
market would be quite 
happy with that.” 

Observer, Page 17 


Grasim makes 
fresh purchase 


By Krishna Guha in Bombay 

Consolidation in India's 
cement industry gathered 
pace yesterday when Grasim 
Industries, the flagship of 
the Aditya Birla group, 
agreed to take over Shree 
Dlgvijay cement in a deal 
which values the target com- 
pany at RsS.Sbn ($68m). 

The acquisition - which 
comes soon after a deal to 
buy Dharani cement - lifts 
Grasim to number three in 
the industry, with totai 
capacity of 7.45m tonnes a 
year. 

“We are looking for acqui- 
sitions as a way of growth," 
said Kumar Manga lam Birla, 
chairman of Grasim. He said 
consolidation of India's 
cement sector would con- 
tinue, with Grasim playing 
an active part 
“This is a process we will 
see more of In the future," 
he added. “In the long run 
there will be four or five 
national players.” 

India's cement market is 
highly fragmented and 
regionalized. The acquisition 
of Shree Dlgvijay, based in 
Gujarat, raises Grasim’s 
market share in the state - a 
lucrative market dominated 
by its rival, Gujarat Ambuja 
- from 62 per cent to 15.5 
per cent 

In yesterday's deal, Gra- 
sim, which previously owned 
939 per cent of the company, 


bought out the controlling 
shareholders - the Bangur 
family - paying Rs344m for 
their 32 per cent stake. It 
then launched an open offer 
for a further 20 per emit tak- 
ing its stake in Shree Dlgvi- 
jay to 62 per cent 
“We believe Gujarat will 
continue to be a favoured 
location for important infra- 
structure projects." said Mr 
Birla. “It is one of India's 
most highly industrialised 
states.” 

Shree Dlgvijay's assets 
Include a strong local brand, 
an all-weather jetty, which 
Grasim plans to use to 
import cheap coal, and 
mines with 32 years' esti- 
mated reserves. However, it 
is a relatively high-cost, 
small-scale producer bur- 
dened with high interest 
charges, accumulated taxes 
and debts, and has struggled 
to survive the recent down- 
turn In the cement industry. 

Mr Birla said Grasim 
would “add si gnifican t value 
through productivity 
improvements, cost-cutting, 
better management and 
selective fresh investments", 
including captive power 
generators. 

He said the plant would 
benefit from economies of 
scale, including lower-cost 
finance and cheaper raw 
materials, while Grasim's 
existing units would also 
benefit from the new jetty. 



Lee Keun-young (lefty: Kia and Asia Motors, its track unit, would be sold as one deal because of fiielr dose business relations Reuters 

Date set for Kia Motors sale 


Kia Motors, South Korea's 
third largest carmaker, and 
Asia Motors, its truck sub- 
sidiary, would be sold 
through international bid- 
ding by the end of August, 
the group's main creditor 
bank said yesterday, writes 
John Burton in Seoul. 

Bidding for Kia and Asia 
Motors, which was placed 
under court receivership last 
October, will open on July 
15, with a decision expected • 
a month later. 

“Kia and Asia Motors 


would be offered for sale as 
one deal because of the close 
business relations between 
the two companies,” said Lee 
keun-young, president of 
state-run Korea Develop- 
ment Th»nk- 

Ford Motor, of the US, and 
Korea's three other car- 
makers are expected to bid 
for the companies. Ford, 
with its Japanese affiliate 
Mazda Motor, is the largest 
shareholder In Kia Motors, 
with a combined 16.9 per 
cent stake. Kia has produced 


cars for Ford under licence. 

Ford has expressed inter- 
est in raising its stake in Kia 
provided that a large 
amount of the carmaker’s 
debts are written off. 

Hyundai, Korea's largest 
car manufacturer, has 
announced plans to take 
over Kia Motors to 
strengthen its dominant 
position in the domestic car 
industry. 

Daewoo Motor, Korea's 
second ranked carmaker, 
has proposed a consortium 


with Hyundai in which it 
would bid for Asia Motors to 
boost its fledgling commer- 
cial vehicle operations. Kia 
has said that Scania, of Swe- 
den. has also shown interest 
in Asia Motors. 

Samsung Motors, which 
began production this year, 
wants to acquire Kia Motors 
to provide economies of 
scale by boosting its produc- 
tion capacity. Samsung has 
suggested that if it falls to 
bhy Kia, -If might abandon 
the car business- 



Schroders 


Schroder International Selection Fund 

SociM cTravrsis-terrietH a copied variable 
Registered Office 5, roe HObenhof. L-1736 Sennuigofaeig 
R.G Luxembourg B 8202 

DIVIDEND NOTICE 


Thr dimriurs hove resolved to pay the following interim dividends: 


Schroder Imenusicmd Selection Fund Global Baod 
Schroder International Selection Fund Hedged Global Bond 
Schroder International Selection Fund European Bond 
Schroder International Selection Food US Dollar Bond 
Schroder Iiaenutioiul Selection Fund Emerging Markets Debt 
Schroder [reeroatioonl Selection Fund UK Equity 
Schroder Selection Fund PbrtfOUo 

USD a 13527 per share 
USD 0.09015 per share 
ECU 0.06422 per share 
USD a 191 34 pershan: 
USD 0.25474 per share 
GBP 0.01181 per share 
GBP 0.00862 per share 

Record Date: 01 July 1998 
Ex-Dac 02 July 1998 
Payable Date: 10 July 1998 

The Bouid of Directors 
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Advertise your property to 
approximately 1 million FT 
readers in 160 countries. 

For details: 

Tina McGorman 
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Fax: +44 (0)171873 3098 
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Sincere Navigation Corporation 

i Jik^pwiKd^ oi Tdun. bf«JiU 

NOTICE 

to the holders of the outstanding U.S. $50,000 of 

Sincere Navigation Corporation 

lAr -Company"! 

U.S. $36,000,000 
3.75 percent. Bonds due 2003 

Idle ‘Bands'! 

NOTICE IS HEREBY GIVEN ru the holders of dir Bonds that the 
Annual General Meeting of the Ccvnpanv by a rasotunen dated 1 5th 
Mjy, 1W8, approved the tosue of 30.IW.784 shares of die Company' 
Comnwei Stock fnr free Jism Union to shareholder. <e> a dividend, which 
has been approved hy the Securities and Future Commission of the 
Ministry nf Finance, the RcpiHic of China, effective 2 Wi June. 1998. 
The Board of Dircctiirj has tiled 23 rd July, 1 99J5 as the record dare far the 
detenuifunun of the shareholder* entitled to receive such dividend and 
frevdistribunoo. Furtuont to die provisions uf die Indenture mnsnnirtng 
die Bonds, rite Conversion Pnc* of the Bonds has been adjusted » a result 
of the above bur fmen NT $31 .1 5 to NTSZS.32 effective 24th July. IWS 
(Republic of China tunc). 


7th July. 1998 


Sincere Navigation Corporation 


SEOUL INTERNATIONAL TRUST 

Ihteniatioual Depository Receipts 
evidencing Beneficial Certificates 
representing 1000 Units issued by 
Morgan Guaranty Trust Company of New York 

Notice is hereby given to the Unitholders that Seoul hUczmriojial Trust 
has declared cm August I, 1998, a distribution of Woo 531000 per IDR 
of 1000 units bn the Republic of Korea. 

Coupon No. 14 of the hueroaiioaaJ Depositary Recedpa of Seoul 
International Trust and Seoul International Trust Resold is payable Gram 
August 7, 1998, in US dollars at the offices of Bank Brussels Lambert in 
Belgium. 

The proceeds of the coupons presented will be convened into US dollars at 
the prevailing spot rate of the day following their premmation, and will be 
distributed to the UmtbolderJ in proparooa ID their respective entitlements 
and after deduction of uD taxes and charges of ibe tieposhary. 

Holders residing in a country having a double taxation treaty with the 
Republic of Korea may obtain payment of their coupons at a lower rale of 
die Korean non-resident withholding tax, on condition they furnish either 
to ibe Depositary or through Bank Brussels Lambert in Belgium a 
certificate showing their residence together with a copy of ibe Certificate 
of IrKorporaricm » a copy of the passport for Individuals. Those 
documents are requested by the Korean National Thx Adrainistnrion 
Office u evidence of residence and without them (he full rite of 27 JO pet. 
Korean non-resident withholding tax will be retained. 

Depositary; Motgai Guaranty Trust Ctxnpany of New York 
35 Avenue dcsArts. 1040 Brussels 
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Pacific Construction Co., Ltd. 

i m t faauJ In iun n 7«a. RrwMrxfOnol 

U-5. $75,000,000 

0.85 per cent. Convertible Bonds due Z004 

NOTICE B HEREBY GIVEN the hiJJtn .4 the convertible Bumfa thsr a 

*otk dnnJcthliif 80 dumper thuwanJ dura m jrpruveJ b, rbc P«uJ .it Pi Kelt in 
nf Pacific CurntnKUm Co.. Ltd m Jdth Muivb, I W8. furounr ui the p«wm 
of die Tnre l>*J uvmliixnrE UA $75Jfl.'A30 (Wrt jw tan. Gxnvmhlr ftnj. 
due MM .4 PaiAi- CrtBtruatun G>. Lni, the GjiYcneci Pncc if die Boret lus 
Keen aJtujreJ m a ri-aJr ,* theu.tt JlmJmJffiira WTS^S.lH in NT $23.99 effective 
4 lb Juty, l*eW 


Tthjiib. NV’ Pacific Conetiwtma Ltd- 


JPMorgan 
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Hansoi confirms disposal 
of newsprint unit for $1bn 

South Korea's Hared P ro*. _*** a, 

company outsMe Japan, conSmed yesterday itvmwJSeB fis 

newsprint paper operations 

with Norway's Notska Skog end 

Canada. The deal, undeffining a 

cross-border consolation among a f xl 

win Involve the three taking equal statesjn acom^ 

vwxjld be the largest newsprint h 

the Asja-Padffc region, cwtade Japan. It 

lamest foreign investment hi Korea since the “^received 

a $57-5bn bail-out from the International Monetary Fund tost 

December 

The foint venture win take over Hansol’s plant in Chot^u, 
South Korea and its 53 per cent stake in a jofrrt venfore ptont, 
Hansoi Potential, in Shanghai. China. Hansoi has d ecide d to 
sail Its core newsprint operations to reduce large debts. - 

“The fact that Hansoi is wffllng to seti one of its main busi- 
nesses is an encouraging example that Korean cxyrgtonwates 
are finally coming to grips with corporate restructuring after 
delaying needed chafes," said Daniel Haiwood, north-east 
Asian manager for ABN Amro. 

Hansol’s Chonju plant has annual production capacity of 
1.04m tonnes white the Shanghai plant has an annual capac- 
ity of 130,000 tonnes. Hansoi has a total annual production 
capacity of 2.3m tonnes for various types of paper p roducts . 
40 per cent of which is exported. After seJSng i te news print 
operations, Hansoi wU focus on remaining businesses, includ- 
ing wood-free paper and duplex boards. 

Norsks Skog is expected to add to the new joint venture 
two newsprint plants tn Korea and Thafland ft plans to acquire 
from Korea's Shinho Paper, which will boost its annual pro- 
duction capacity to 2.3m metric tonnes. The Norwegian group 
is Europe’s third largest newsprint supplier. 

John Burton, Seoul and Greg Mdvor, Stockholm 

BATTERIES 


Pacific Dunlop sells GNB 

Pacific Durriop, the efiversified Australian manufacturer, has 
sold its GNB Technologies battery business bi the US to 
Quexco, a Texas-based metal recycler, for A$900m 
(US$557m). GNB b one of the world’s largest manufacturers 
of automotive and Industrial batteries wfth annual sales of 
AS13bn. 

GNB, which has struggled in the co mpetiti ve US automotive 
battery market, has been an undw-performing asset for 
Pacific Dunlop which in March said it was reviewing the futiae 
of the business. 

The sale of GNB witi result in an abnormal foes for Pacific 
Dunlop of ASB8m after transaction costs and provtetons. Rod 
Chadwick, Pacific Dunlop managing director, said the sate 
was tn the best interests of shareholders and the GNB battery 
business. “1 believe today’s announcement b a significant 
step forward in the farther reshaping of Pacific Dunlop." he 
said. 

The sale wfll allow the company to focus more sharply on 
Ansefl, its international rubber products business, which 
Pacific Dunlop b ‘committed to building as a truly global 
business with world leadership in its products”, according to 
Mr Chadwick. The Quexco group, which has annual sales of 
more than US$1 bn, recycles feed scrap into lead alloys, pure 
lead end other products. Eoo-Bat Technologies, an associate 
of Quexco, b Ibe largest producer of feed products in Europe. 
Russet Bake r. Sydney 
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This is the second week in the life of Warburg Dillon Read, and 
our achievements to date make impressive reading. A division of 
one of the world's largest banks, UBS AG, we have already 
redrawn the map of banking. We solve client problems, every day 
and in every conceivable way. Many of those solutions appear on 
this page - others are still in development. 


No wonder people say we are the outstanding success story in 
global investment banking. Read all about it. 



A selection of key deals from the last six months 
Asian Development Bank 

Joint Lead Manager ■ USS 2bn • Global bonds ■ May '98 
Allianz/Deutsche Bank 

Joint Bookrunner ■ DEM 2bn • Exchangeable Bonds Largest ever German convertible issue - Jan '98 
Ai pharma Inc 

Financial Adviser • -USS 200m * Acquisition Hoechst AG's European generic pharmaceutical business - May '98 

AJ pharma Inc 

Sole Bookrunner • USS 125m • Convertible Notes - Mar '98 
Bank of East Asia 

Lead Manager • USS 260m • Mortgage-backed secuntisation. Won Secuntisation Deal of the Vear, IFR 1997 and Best Secuntisation 
Deal of the Year, Asia Money 1998 - Dec '97 

Bell Atfantic/TCNZ 

Sole Bookrunner • USS 2.455bn • The largest ever international equity-linked issue and named Deal of the Quarter by International 
Equity Review - Feb '98 

Chelsea Village 

Lead Manager • GBP 75m • Senior Securitised Notes Due 2007 - Dec '97 
China Telecom 

Co-lead Manager - USS 3.9bn IPO ■ Won Best Privatisation- Related Offering. Finance Asia 1998 - Nov '97 
Coca-Cola Enterprises 

Sole Manager • GBP 152 .2m • The first ever Sterling denominated PATS issuance 
Colonial limited 

Sole Underwriter & Lead Manager • AS 950m ■ Equity racing for acquisition of Australian arm of Legal & General - May '9B 
Eagle-Pi cher Industries, inc 

Lead Manager • USS 220m ■ Senior subordinated notes due 2008 - Feb '98 
Eagle-Pi cher Holdings, Inc 

Lead Manager • USS 141.9m • Cumulative Redeemable Exchangeable Preferred Stock - Feb '98 
GE Capital Corp 

financial Adviser • USS 1D5m ■ Acquisition of Renta Inmobiliaria SA - Jan '98 
GEC pic 

Joint Arranger and Bookrunner • EURO 6bn • Debut syndicated financing - Feb '98 
Hagemeyer 

Global Co-ordinator • USS 1 .Bbn - Disposal of shares for First Pacific. One of the largest ever private sector secondary 
offerings - Mar '98 

Hellenic Republic 

Joint Bookrunner • EURO 2bn • First ever Greek EURO issue - Mar '98 
Homestake Mining Company 

Financial Arivtser » USS 650m • Acquisition of Plutonic Resources Limited - Apr "98 

IBM Credit Corp 

Bookrunner • USS 125m • Exchangeable Notes into Dow Jones Jndustnal Average - Jan '98 
Kingdom of Sweden 

Joint Bookrunner • EURO 2bn • First ever domestic sovereign EURO issue - Apr '98 
Leica Microsystems 

Arranger - USS 260m acquisition financing • Leveraged buy-out of international microscope manufacturer - Mar '98 
Manhattan Card Co 

Adviser & Dealer Manager • HK5 2bn • Share buy-back. The largest tender of its type in the Hong Kong market - Mar '98 
Ministry of Finance of Ukraine 

Bookrunnner • EURO 500m • first ever Eastern Europe sovereign EURO issue - Mar ‘98 

Nabisco, Inc 

Lead Manager • USS Ibn • 3-tranche put/call transaction. The largest put/call issuance to date - Jan '98 

National Australia Bank 

Lead Manager * EURO 400m (AS 712m> • first ever EURO-denominated Bond issued from Australia - May '98 
Optimum Finance 

Sole Bookrunner • USS 650m • 5ecumrsarion of a portfolio of SACE's Paris Club debt. First ever secuntisation by an export credit 
agency in Europe - Jan '98 

Orange 

GBP 771m • Landmark bought deal of shares in UK cellular telephone operator on behalf of British Aerospace - Mar '98 
Reed Elsevier 

Financial Adviser • GBP 860m • Sale of TPC Magazines Ltd. One of Europe^ largest management buyout deals this year - Jan '98 

Republic of Austria 

Lead Manager • DEM Ibn • The first non Austrian Schilling denominated domestic bond - Mar '98 

Republic of Italy 

Joint Bookrunner • EURO 4bn - Largest ever fixed-rate Eurobond issue - Feb 98 

Reseau Ferre de France 

Joint Bookrunner • EURO Ibn « 525% coupon due Apr 2010 - Mar '98 
Roche Kapitalmarkt AG 

Sole Bookrunner • CHF Ibn • Issue ol 1.75% domestic bonds 'RODEO' Call-spread warrants due 2008 - Feb ‘98 
Saipem 

Sole Financial Adviser & Joint Bookrunner of the international tranche ■ m 1.138bn lUSS 635ml ■ International tranche of equity 
offenng for Sarpem. ENPs oilfield services subsidiary - Mar '98 

SHV Makro 

Financial Adviser - GBP 1 .8bn • Sale of SHV Macro's European Cash & Carry activities to Metro - Dec ‘97 
Siemens Capital Corp 

Joint Bookrunner ■ USS Ibn ■ A rare benchmark 10-year Eurobond issue - Jan ’9B 
Singapore Technologies Group 

Financial Adviser » USS 2bn - Amalgamation of four listed 5T Group companies to form ST Engineering, one of the largest listed 
companies in Singapore - Dec ‘97 

Sirona Dental 5ystems 

Sole Underwnter ■ DEM 500m acquisition financing • Leveraged buy-m of Siemens' dental business - Dec '97 
Somerfield 

Financial Adviser - GBP 478m • Merger with Kwik Save forming one the largest supermarket groups in the UK - Feb *98 
Stagecoach 

Sole Provider - GBP 102m - Bridging Loan - Apr '98 
Stagecoach 

Joint Bookrunner • GBP 363m • First ever securitisation to pay for rolling stock - May 98 
State of 5ao Paulo 

Financial Adviser ■ USS l.Sbn ■ Sale of controlling stake in Eletropaulo Metropolitans Eletricidade de S3o Paulo SA - Apr '98 
Swiss Life 

*GEMMS‘ Sole Bookrunner • USS 2.03bn • The largest ever European corporate equity-linked issue - Apr '98 
TECO 

Global Co-ordinator & Bookrunner - USS 200m • Credit Enhanced Convertible Bonds. The largest convertible bond this year in 
Taiwan - Feb '98 

Takefuji Corp 

Sole Bookrunner - YS8 2 bn - The largest international public offenng of Japanese stock - Mar '98 
Textron Financial 

Lead Manager ■ USS 200m • The largest floating-rate put/call issue to date - Feb '98 
Textron Inc 

Financial Adviser ■ USS 293m - Recommended cash offer for Ransomes which was also extended to US shareholders - Jan '98 
Thomson Travel 

Global Co-ordinator » GBP 1.36bn * The largest ever corporate IPO in the UK - May '98 

World Bank 

Joint Bookrunner • USS 4bn « The largest ever World Bank issue - Mar '98 
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ACCOUNTANCY ALLIANCE OF NEVILLE RUSSELL WITH MAZARS &' GUERARD COULD SPARK RESTRUCTURING AMONG MIDDLE HER FIRMS 

UK and French firms agree merger plan 


By Jim Kelly, 

Accountancy Correspondent 


Neville Russell, the 14th 
largest UK accountancy 
firm, is to merge with 
Mazars & Guerard. the 6th 
largest firm in France, to 
create what is being called 
the first large pan-European 
professional services part- 
nership - with a combined 
Tee income of £H50ra iS264m). 

The merger will be seen as 
a further signal that the mid- 


as the Big Five international 
firms seek to capture the 
market in servicing global 
multinational companies. 

John Mellows, senior part- 
ner at Neville Russell, which 
has income of about £40m a 
year and 98 partners, said: 
"The Big Five have set a 
global strategy that has 
clearly left a gap. We can fill 
th.it by blending the paradox 
of a personal service-based 
firm with pan-European and 
the wider world resources.” 

Patrick de Cambourg. 
chairman of Mazars & Guer- 


ard. which has income of 
about £I20m and 170 part- 
ners. said the merger also 
reflected opportunities aris- 
ing Cram the single market, 
and the introduction of the 

euro. 

Both denied the move was 
a takeover of Neville RusselL 
"If you want to develop an 
international partnership 
you have to make sure that 

people accept a project - you 
don't buy. you don't take 
over.” said Mr Cambourg. 

Neville Russell's decision 
to join a partnership - with 


an international executive 
board - also signals a 
change of tactic for middle 
tier firms which tradition- 
ally have joined loose federa- 
tions to serve clients' cross- 
border needs, 

Regulatory barriers pre- 
vent the formation of a legal 
partnership across borders. 
‘'But this is a one partner- 
ship concept with a common 
control and management," 
said Mr Mellows. 

An international merger is 
also in contrast to recent 
consolidation within the UK 


middle-tier market At pres- 
ent, middle-tier firms Moores 
Rowland and Kldsons Impey 
are in talks to create what 
would be the UK's ninth big- 
gest firm with revenues of 
£90m. 

The merger appears to sig- 
nal that the middle tier may 
begin to try to fill the needs 
of clients within regional 
theatres - such as Europe - 
leaving the Big Five to 
aspire ' to providing global 
services. 

The two firms do appear to 
present a neat fit - with 


Mazars thinly represented in 
the UK with only three part- 
ners. although it has offices 
In 11 other countries - and 
both partnerships specialis- 
ing in insurance, with 
Mazars also well known in 
the banking sector. 

Two senior partners at 
Neville Russell will join the 
merged firm’s seven-member 
executive board and three 
will become part of the 15- 
member supervisory board. 
The firm will be called 
Mazars Neville Russell in 
the UK. 


die tier of firms is about to 



Fresh mould for Viohalco 

Chairman views readmission to Athens index as reward for his 
efforts to reshape Greek metals group, writes Kenneth Gooding 



N icholas Stassinopoulos 
was not happy when 
Viohalco. Greece's 
biggest metals group and the 
holding company for his 
family's business empire, 
lost its place in the FTSE/ 
ASE £0 Index. 

The Athens Stock 
Exchange FTSE Interna- 
tional. which launched the 
index last September, said 
there were not enough 
Viohalco “free-floating” 
shares available to the 
public. 

Mr Stassinopoulos insists 
that the stock exchange 
made a mistake, and Vio- 
halco is now due to be read- 
mitted to the Greek index in 
September. 

For Mr Stassinopoulos. 
this will be just reward for 
his efforts in the past few 
years to transform Viohalco 
- one of Greece’s biggest 
industrial empires - from a 
traditional family business 
into a group that complies 
with European Union best 
practice. 

As a result, he says. Vio- 
halco now makes an attrac- 
tive holding for institutional 
investors because it repre- 
sents a "basket" of metals 
and metal products. 

In the basket are: Elval. 
the biggest aluminium com- 
pany in Greece: Sidenor. one 
of the country’s largest steel 
concerns: Hal cor. leader in 
the Greek copper fabrication 
market: and Hellenic Cables, 
one of the country’s top 
three cable producers. 

These businesses and oth- 
ers in the group employ 
about 4.000 and last year had 
combined turnover of more 


than Dr245bn (8804m). 

Already. 40 per cent of Vio- 
haico's shares are in non- 
Greek hands and when Elval 
made a recent rights issue, 
about one-third of the shares 
was taken up by UK institu- 
tions. 

Mr Stassinopoulos joined 
tbe family company in 1953. 
just before Greece devalued 
its currency. Nearly all the 
company's debt was in US 
dollars, so it was brought 
close to bankruptcy. 

It fought its way back by 
diversifying and building 
links with international 
companies such as Siemens 
of Germany. Phelps Dodge, 
the biggest US copper pro- 
ducer, Mitsubishi of Japan 
and Pfechlney of France. 

To cope with the problems 
of having a small domestic 
market - Greece has a popu- 
lation of only about 10.5m - 
Viohalco companies became 
big exporters and developed 
flexible manufacturing 
operations. 

However, until the begin- 
ing of the 1990s the group 
had a typical Greek struc- 
ture. designed for tax-effi- 
ciency and other reasons - 
not least that family compa- 
nies rely more heavily 
on debt than equity for 
finance. 

Mr Stassinopoulos's aim in 
recent years has been to 
turn Viohalco into a conven- 
tional bolding company iD 
tbe belief that this will give 
it more flexibility when rais- 
ing finance and enable it to 
attract high-quality manag- 
ers. 

Viohalco and Hellenic 
Cables have been quoted on 


the Athens exchange for sev- 
eral years and Elval, Hal cor 
and Sidenor have also been 
listed there since 19%. 

In the past two years, the 
four operating companies 
have raised nearly $40bn 
through rights issues. The 
proceeds have been invested 
in improving productivity 
and quality at their plants. 

M r Stassinopoulos has 
handed a great deal of 
day-today responsibil- 
ity to his sons. Michael. 
man aging director of Elval, 
and John, who does the 
same job at Sidenor. 

‘Tru concentrating more of 
my time on strategic 
matters, including Vlohal- 
co’s relationship with insti- 
tutional investors and the 
stock exchange.” he says. 

The group is also expand- 
ing internationally. It is 
building an aluminium 
extrusion plant in Bulgaria 
after preparing the market 
by exporting to that country. 

“It is near Greece and we 
can send raw material from 
here” says. “And we can 
supply Russia from 
Bulgaria." 

Viohalco is looking at 
other countries in the former 
eastern bloc where new met- 
als processing capacity 
might be needed. 

Mr Stassinopoulos insists 
this will not affect plans to 
keep improving the plants in 
Greece. The Greek govern- 
ment gives on average 20 per 
cent in grants towards capi- 
tal expenditure, but Mr Stas- 
sinopoulos says there are 
disadvantages to operating 
in the country. 


The cost of energy, for 
example, is much higher 
than in most other European 
countries - on average 20 
per cent more for gas, 30 per 
cent for electricity and 50 
per cent for heavy oil - and 
about 20 per cent of the 
group’s costs are for the 
energy it needs to transform 
steel, aluminium and copper. 

Viohalco is also spending 
$6m to build Greece’s first 
research centre focused on 
metal processing. It will 


work for group companies 
on a fee basis. 

“People in the plants have 
many ideas but don’t have 
the time to put them into 
action," says Mr Stassino- 
poulos. “The centre will 
have five or six scientists 
who- can take up these ideas 
to see if they are practical 
and profitable." 

He admits Viohalco is still 
a complex group. The four 
big operating companies 
account for 90 per cent of 


turnover and many small 
companies for the rest To 
tidy up the structure, some 
of the small companies are 
being merged. 

The changes seem to be 
having the right impact and 
the investment is paying off 
in better performance by the 
operating companies. 

Mr Stassinopoulos says: 
“In the past three years the 
group has been much mare 
profitable - profits are about 
double the 1995 level." 


Improvement at Alitalia Belgium’s KBC awaits 
continues as sales rise 6% court ruling on merger 


By James Blitz in Rome 


Alitalia, the Italian national 
carrier, yesterday ‘reported 
an improved performance at 
its three main businesses - 
Alitalia Airlines. Alitalia 
Team and Alitalia Express - 
in the first six mouths of 
this year, with combined 
sales totalling L-l.lOObn 
(S2.29bn). up 6 per cent on 
the first half of 1997. 

In a sign that tbe turn- 
round at tbe airline initiated 
by Domenico Cempelia. chief 
executive, is continuing. 
Alitalia said pre-tax profits - 
including extraordinary- 
items and non-recurring 
items - were L200bn over 
the six months, compared 


with L7.2bn in the first half 
of 1997. 

The airline said it expected 
the gross operating margin 
to be more than SO per cent 
higher than in tbe first half 
of 1997. It said there was a 
stable trend in external 
costs, because of a signifi- 
cant reduction in fuel costs 
and contained growth in 
other costs. 

Alitalia said it saw an 
overall positive outlook for 
other companies in the 
group. 

Yesterday's results appear 
to confirm the continuation 
of the trend at the group, 
which last year returned to 
the black after 10 years of 
annual losses. The group 


achieved pre-tax profits for 
the whole of 1997 of L430bn. 
with the gross operating 
margin up 55 per cent on 
1996. 

• Sabeua. tbe Belgian air- 
line. said yesterday it carried 
about 4.1m passengers in the 
first ball of tbe year, up 32.1 
per cent from a year earlier. 

Sabena said it was confi- 
dent it would reach the earn- 
ings targets put forward by 
its main shareholders in the 
framework of the 1998 
budget. 

European traffic rose 29.6 
per cent. It said. Long-haul 
traffic was up 48.2 per cent, 
mainly because of a larger 
number of flights offered, 
it said. 


By NeB Buckley in Brussels 


KBC. the Belgian financial 
services group and the coun- 
try’s biggest company by 
market capitalisation, must 
wait until tomorrow or 
Thursday for the outcome of 
its appeal against a court 
ruling challenging tbe 
merger which created it 

The Brussels appeal court 
yesterday heard KBC’s case 
against a ruling last week 
that the merger of Krediet- 
h ank Belgium's second big- 
gest bank, Cera, a coopera- 
tive bank, and ABB. an 
insurance company, bad 
infringed the rights of Cera's 
co-operative shareholders. 

The ruling has thrown the 


future of the group, already 
in existence for a month, 
into question, and could lead 
to the deal having to be 
renegotiated. KBC is Bel- 
gium's largest financial 
institution, but it is about to 
be overtaken by the merger 
of Fortis, the country’s big- 
gest insurer, and GSnferale 
de Banque. the biggest bank. 

Lawyers representing the 
merger partners argued that 
a general assembly of Cera 
shareholders had beat prop- 
erly convened, with 207 rep- 
resentatives of local share- 
holders' assemblies invited. 
They said the meeting was a 
form of “representative 
democracy" - the only sensi- 
ble way of dealing with more 


than 500.000 co-operative 
shareholders. 

AD shareholders had been 
fully informed about the 
merger plans, they added. 

However, lawyers from 
Brussels legal firm Modrika- 
men, representing 80 Cera 
shareholders, reiterated 
their claim - upheld by a 
Brussels commercial court 
last week - that Cera’s 
500,000 shareholders had 
been deprived of their legal 
right to vote. Modrikamen 
said Cera shareholders were 
discriminated against 
because tbe merger valued 
their shares at the nominal 
price of BFrI.000, against 
Modrikamen’s estimate of 
their true value of BFrl3.000. 


Prada move 
puts Gucci 
on defensive 


ByASceRawstftom^ 

Gucci, the Italian fashion 
group in which arch-rival 
prada recently amassed a 95 
per cent stake, is exploring 
ways to prevent a minority 
shareholder from seeking to 
exercise control over the 
company, or its assets. 

The Gucci board knew 
nothing of Prada’s invest- 
ment until the latter’s reve- 
lation last month that it had 
bought an s per cent 

bolding. 

It is understood to be con- 
cerned about the risk of 
min ority investors, such as 
Prada. trying to control its 
business, or to acquire a 
majority stake by stealth, 
without paying the premium 
required to make a bid. 

Gucci, which is quoted in 
Amsterdam with a second- 
ary listing in New York, is 
believed to have asked its 
advisers to explore what 
defensive steps it could take 
under Dutch law. 

The group was clouded by 
controversy last year when 
investors vetoed a "poison 
pill" plan to limit the voting 
rights of individual investors 
to 20 per cent of its equity. 

If Gucci was quoted on the 
London stock market, any 
investor would be obliged to 
make a fliD bid for file com- 
pany as soon as they 
acquired 30 per emit or its 
shares. 

There is no similar 
requirement in Dutch law. 
which means that Prada 


could, in theory, continue to 
zsise its stake in Gacd - val- 
ued at $3JSbn at yesterday's 
share price, down $H to $56 
in New York - without 
being compelled to make a 
bid. 

This scenario leaves 
Domenico De Sole, Gucci 
president, and his senior 
executives, focing the unenv- 
iable prospect of waiting 
powerless while Prada 
decides whether to increase 
its investment. In tbe mean- 
time. their business could be 
destabilised by uncertainty 
over its future. 

Gucci's advisers are under- 
stood to believe it is possible 
under Dutch law for the 
company to prevent a take- 
over by stealth, and to stop 
minority shareholders from 
exercising controL 

To date, Patrizio Bertelli, 
Prada chairman, has given 
no clear indication of his 
reasons for Investing in 
Gucci, or of his long-term 
intentions regarding the 
bolding. Prada has not dis- 
cussed the issue with Gucci 

cinra* ttisrinsmg its Initial 5 

par cent stake. 

Prada has already spent 
the proceeds of a recent 
L250hn (5140m) bond issue to 
acquire 9.5 per cent of Gucci, 
and would need to raise 
additional capital to buy 
more shares. 

Bankers report that Mr 
Bertelli has approached 
them about the possibility of 
sta g in g a second bond issue, 
but be has denied this. 


NE WS DIGEST 


INSURANCE 


Axa confirms merger of 
Belgian subsidiaries 

Axa. the French Insurance group, yesterday confirmed it was 
merging its subsidiaries Royal© Beige, Belgium's second- 
biggest Insurer, and Axa Belgium, the country's number six * 
insurer. The merger, approved by both boards yesterday, had 
been expected since Axa moved fast month to take full con- 
trol of Royale Beige, ending a 10-year-old joint control agree- 
ment with the financier Baron Albert Frfere. 

Axa already has 92.2 per cent of Royale Beige, following 
last month's public offer, and has opened a second offer 
period in an attempt to acquire the rest. 

The group also confirmed It would merge Axa Luxembourg 
and Royale UAP. Royale Beige's subsidiary in Luxembourg, 
while its Dutch subsidiaries UAP-NieuwRotterdam and Axa 
Leven would similarly be brought together. 

Nefl Buckley, Brussels 


PAINT 

Lafarge buys PPG unit 

Lafarge, the French bulding materials group, yesterday pur- 
chased the decorative paints division of Max Meyer Duco, an 
Italian subsidiary of PPG Industries of the US. an acquisition 
which It said made it the market leader in Italy. 

The group pad an undisclosed sum for the Italian unit, 
which produces the Max Meyer and Duco brands, boosting : "f 
its annual turnover in Italy to FFr400m ($65. 6m). It already r 
owns the Were, Cepro and Settef brands in the country. 

Andrew Jack, Paris 


VEHICLES 

Volvo to expand Turkish arm 

Volvo is to consofidate its activities in Turkey by investing 
SKrIOOm ($1 2.4m) In a new company, Otomafiv TOrk, with 
responsfeflity for afl the Swedish automotive group's 
operations In the country. Volvo's sales In Turkey amounted 
to more than SKrlbn last year. Greg Mcfvor, Stockholm 


NOTICE OF A MEETING OF THE HOLDERS OF EACH ISSUE OF NOTES 
(. XOTEHOLDERS ) LISTED BELOW 
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NOTICE OF A MEETING OF THE HOLDERS OF EACH ISSUE OF BONDS 
(BONDHOLDERS) LISTED BELOW 
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iT44tr. Ukmfn* ihr nuojjlnkm nf ibr -air bt ihr Tram* of Global Tra*4 anil 

Lpnn hat*, bomtr— in ( • 4 jnnL M. » i^nar ibr ^fnhamrai nf f.Mrnrp Tnmirr 
l.oaqom Ijimird a. mmrr id tbr irmn. mOHaumJ In ihr Tren Drrd in jilnrp of ibr F.tMlne 

1 nrjrr 4uail Ir-rrln usilrrpr and d*m 4<f ibr [uurrand rbr Fablmf TrMrr in-umilr. 
lirrCunn ml mnr ■ al unh ilmK — ir — r m . ml an, r- ini hr runddrinf ht u tu far 
irrnrn m rtjmtnii hr ir ■ri.lrraol mi ihr iapimnaniisn nf ihfe. n-ulaiha. 

Lari i Wriins ir nmarJ fat ihr lapuf Tnr-M-T 

Thr rpurum rr-joiml lie rarh kVnne and Inr tin mflumtrd rrr-naj^ a <n mi M 
inrucnryfa J -d It 4 t*w onti (tow Irina 

U acnnhnrr anh *■ lunmal pntrnrr- iU L.'rsiP* Tnisrr r»(W-*r> n, m ihr nnrii- 

■4 rlu* pn^wpnJ aiHpanam 

BACKOWeNU 

III irLdins Micarh l-ir nf Ehorfa Irwtlbrlm, (be Ejdni^Tnifttr hat anrn notirr wrlir fawr 

■fiW l-n'-fip imnnhui ui ■*«■ rlr un, kuulrr ihr Trip. Dralnumnn ihnl Lur Thr 
l-«rr in, 44.-f.4ni • »-» inwpr tiili tr rn. affratal In Latrrunbnan Rrudntuui nf ihr 

hukkr. l-w J ihr W 

VOTING VNOVLOROI 

t. Ill Halkai h, r*rU Mmm* -lartnral Irr ihk- Vodr*. 

|i> a BitnKJrbr atiilip Ht wriaf ul twr « ibr Urriilp m j rival 1U jn&trr ai Rr 
Uaninrmlrrbj.flub-J. a inJial tnn*r miiliaUrnr infill iiMhy rmiTrMn, inuf hr a 
Pajlnp \pnn rrUihrtnJr 8r»i6-l hi nnprnof atorh hr rWr- m nan 
(il a AnBa 4 >h-r laa irhaf In Blmrl ml tntr v ihr Tfrniif m prm rant riih-r ilrlhrr ha. 
avl(>) nr iniTji -jnifiunr(') » (hr p-T-ou tlm hr trhbn w aUrml wi hr- brtnj( m pin ■ 


tMinp nmun (ui a >r*«n n-rronkn bn < 4 aaniaUr hs dr frrlBrd ofiln-t.) rf ifc- 
irlnan. Poitajr Vr-ml-l -frnTrd farhtu I umrarui^ ■ rrh-ma Pmr <nl -fx-ihrd trim 
MqV'Hl ■!"”*> to nomd and i«e u ibr Meenai is arraciWr vldi faja in-nrliaK 
|ifa) B-uni-J ua< In- dafiotiinl iinad ihr mnr I-ttob 4* hw far faii r ihr l«nr Bird for buMngt 
■he Mrrilos (nr. if areVahlr an, *ilhaam»ui of wh MarnnjU has na ibrirafirr »nh am 
Pay inf Xpml m (10 ihr -Mplanfau of ihr rrh-imai Pa— nr kjaranl IrW Hi H'-UTk-r nr madrr 
>»■ ««4 or hr bfarierd by a da^vnan hnldhap ibr mdk- br ibr fo/y«pr of obtaining 
twin- rrnill-air- nr pvme tamp InvnnkuM in n-prn -J ilr Mrrrrop (aw ant 
4 «mi»aa ihrrrul}. Bank « alqapilrd or hrhl ail nor hr irlr n r d mud ihr randur if liar 
rmdmlnn of ibr Vtmbp (.it if ipfhmbl. am adpwranmn nf ,urb \1rrfiap) and ibr 
avrrndcrofilr narap ■rndh'mrf-) or. naa Ir-, than *B bnaru fcrfme ibr mar Barwftnb ihr 

Vrr*h^ (nr if aj^iWiMr an, adjonnataPa nf vadj \h-Haiji| p nanwl ihr pw dip 
ntfraefi* ©wpli'l hi n »pri thr mal. 

2 . In irloitan hi rarti Wmap rrwibmr«1 In ifari \mkr. thr r^umn mpamJ n ibr \Wtnc fur 
ihr pr-dns rf ihr Cumanfinan Bmohano (ibr ffranbrna] -n um Janr r. mu iw am 
|nwn- jsrwm taMinz t-nlsp rmtfiniH-. nr Imp |miuru nr n-pir-emaihi-. and bohfaip 
or Mini uumiu ■■ ihr ifarBiK im Irr. ifn a rfmr stsfam a/ llr p1ri| aJ rnam ni i nf rhr 
Bpmfa (-Wifar Lraa^MiMaaxfcnp. If. mhhm 30 ndnuru fnau llo- m- ajijaumard far dr 
XtcrD ofin i/mmin i. tan (.r— rn: at ibc-Xmai^ (hr flrmac id ,mbiI adfmranf (far mb 
p-rnaci am hmip fa-, ilaa 21 liatuiinr ranar ah«a « afat.. and in -mfi ilmr and nfarr. n. 
mat hr appolmrd b. Ar fjiamnonrf the MrmnyJ and ibr Rmhmm -dl hr movArrd 
" nHonmrd Urnrh* (onam nf uhW, uJI hrp.ni 1,. ik- IknAa^Irru). Th- ipu 
br mi, iu mom |«nvm-. [wruna bdalmp tunnp rmihraar. ur lump jmnW- or 
ntmeaiaiitr a* vaefa pritai, hnidap or nwrmawi qp n> ihr af^v^m not fav- Hum 20 nr* 
rrm. <4 afar pr1avd|ail mmum id Ar hak hr ihr llnar lamp omdamhnp. 

AVAILAMlJTl W MOO.’MKST^ 

la rrEaltan lu naeb hrar .if Bmaak- hard brio*', ibr Triad Clml -rrjuulinp ahai (tu ppW. 
poaomu irhamp an tmlnp and njaru nf ih- Traw Drrd .0, fa. m^rdral al an-l 
rmdicmr, and oalr-r ihramau. laf-md in alnur ran, Iw afatabwd ht \MrfaJalm fr.au ihr 
t|av 4 M uffaef.) nf ihr 1 1 la 11/11 Pairnp (pn[,] Mm. 

PTUNOPAl. PAYGVC ACEST 
Musuvxa iKivn msTump.AM otvet. uwk. 

Itanfjnh-' I 1 Q 3 


THlfi NOTICE IS IMPORTANT. IF BONDHOLDERS .ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE THEY SHOULD CONSU-T 
• THEIR STOCKBROKER. LATTER. ACCOCTiTaNT OR OTHER PROPESSHTNAl. ADVISER WITHOUT Df 3 JAY. 
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Gmaral Motors Cora 

B01 HoOy Dtwa Ka 

Albany, Georgia 31706 1 ' 

Twjhl. 23 « i (MX> am 

STATOR AwmM, Line mcL SRE 
Lni&Dnve End & Final Aaanbk 
ROTOR AuonbK Line bkL Vanish 
ELSiS"* °»ai & Stacking pnuo. 
HtPR OMAT ION dual bnc casnng 
«*heiv STEEL MASTER dual hne 
casonc washer fli djyot ALLEN 2 
*Pj™Te prod. dnlJ press, (3| 
Tncmnitmr. dviitwnucriLu dmnbcn, 
l/J lOnisbiiiy C union milling &T 
drilling machines, BRIDGE (es £^5 
*“T55- Jfi GMF Rwtms, MONLAN 
aiHvu** tontmtS: dupscpararori, 
OnJON juts. paflet anadi wrappec 

hpRHR Wni, Wr 2^ KUO AM »- jnr 1 
w inro, nchrf^ doafcd ibmpiinB, 
«nm ncmca. Refer to uiindi Hl“J 


, ’ ‘.HENRY 
IJ^BUTCHER 


p WOHflaiw 

(BOO) 722-3334 


Do you need finance? 
Mortgages/loans? 
Additional capital? 

Cafl tor information pack to: 
CARRINGTON LOUASS 
TEL: 0181 236 3660 
FAX: 0181 236 4660 


BUSINESS OPPORTUNITIES 

READERS ABE RECtHMBOlB} TO SEBC AWHOPRWTE PROFESSIONAL ADVICE BEFORE EHTERMQ WTO COUWTHBfTS 


Singer & FnedJander 

Factors Limited 


Toiionrd wonbuig capital facdaia 
Iimnrdtaur ffnpnur pu twio rf 
Independent firm UK cfniong ban Is 
Carts eomparMr miti overdraft nun 

Singer & Fried lander Factors 
Where Tradition Comes of Age 

Singer & Fncdlandnr Facron Luniiod 
Ensign Houw. Admirals Way. London EI4 9YX 
frfcpfaone 01? I SIS WII Fatatalfc: l>!"l SIS "4fU 


PUB ESTATE 

Management Services - Commer Croup is one or the UK's 
specialist provtdera of business management services for prnpeny owners 
in the leisure industry. 

Major new investment has Increased substantially our capacity to run 
public houses, and we are now looking to meet the needs of additional 
cl tans who wish to outsource some or alt operational management 

Joint Ventures - We would also be interested in Joint ver mi ns in 
leased or tenanted pub estates, and arc prepared to make available an 
equity investment oF up to CSm far suitable opportunities. 

Contact Jim Wakh. dunam. 

Commer Group. Conan Honor. Sullen Boed. 

Tadcaun, Henh Vartifilrc LS24 94F 
Td 01917 8JJJII Fax: 01937 114216 
E-null- Jlm.nabJiacoiiiinnxo.ac 


We have ihc skills and experience to achieve the best price for your 
business and structure the deal to achieve maximum in elticiency. 
If you are considering a sale and your turnover exceeds £Im, 
we would like to talk lo you. 

Our charges ere based largely on result*, so you have little to lose. 
For a confidential discussion without commitment please contact 
Gary Morley or Lance Btockcuue at 


Screened equity investment 

opportunities 

Projects la ail industries 

Contribute captiat and expertise 

Invest alone or with others 

Access Information In print or 

over the Internet 

Meet en tr e p reneurs and other 

tavesiorsM regular Investment 

presentations 


Faxes Direct to E-trtaD via 
personal phone number 
Swiftnef are senkJnc nganta to 
mssfcct this service Intho UK- 
77^ re wa rds can be Immense 
Please contact A Kefnan: 

Tot 01S1446 9464 
Fax: 0181 446 7010 
Enmfl: aJteln a naifl aL plp e xxom 


Chaiwel Islands# 
Worldwide 
Offshore Company 

FORMATIONS 

£f Administration. 
Full Services 

Tot hm* lufui uutioii emuce 
□BO Y TRUST LIMITED 
2- Root, _M David Flare. 
Si Hafier. Jewry JEHTE 
Trt (01534)10X774 
Foe (01534135401 


fr Buying 
A Business? 


BUSINESSES WANTED 


SHALL ELECTRONICS /Optica 
Company or Project warned. 
Fat: 01628 £89292. 


FRANCHISING 


CONSIDERING 
FRANCHISING /I 
YOUR BUSINESS# 



r Wanted ^ 

Rubber company 


BUSINESS SERVICES 


Ibctmical, economic, medical, legal & general translations & 
correspondence in German 1 mother tongue). English, French. Spanish 
and Italian; Certifications 

Claudia GlOcfc. Basinger Sir. 56, D-7S727 Obcmdorf 
Tel: (+49i 7423-83132 Fax & Modem: (+49) 7423-S3181 
E-Mail: CT.GiuocJcIg 1 l-onlinc.de 


Angera, Levin A Baitz 

Comn B n b UClk &KM TKK Tjii y uinn 
Cost Effective Representation 
of Global Clients in U.S. Conns 
U.SA offices in Mew York, 
Mew Jersey, Pennsylvania 
908306.1500 fax: xl900 
Eaudh A3jt @ ui aen ltwxoai 


...for Barclay* Bank. Lmnoo Europe. 
ISC Opriom Hrect_fbr your business 


PROPERTY 
COMPA NY WANTED 

Suhaanujl 
Pniac Cimipais 
seek* micreumg/coniples 
company for acquisition 

up toEiSm. 

Comae* Alan Klrinnun al 
Rcuncxl Sunnun 

SMITH = 
MELZACK 

Soilirlle llm-c. 

Mi Piccadilly. LcnSsi WIVUHIJ. 


J contact 1 

FRANCHISE 

| DEYELQMfT SERVICES j 

| Bnai Borne, Norwich MO IBB | 
■ Tet 91603 620 381 

I Fan 01M3 630 174 I 

L Edab&hed since 1981 J 


Elsctronic/Media 

Companies Wanted 

Siccessliil tfivcJtm ol a napfl PIC seeking 
acquialicRs m Ur ansa 01 digital nwkaimg. 
ntnnet dmgn & eonwBaney. 

null media production 
Bax 65962. financial Times. 

One Southwark Budge. London SE1 9HL 



Mafuifammrs of veterinary 
products in Zealand arc 
kxiLinc 10 buy a (rtennary 
phaimaccuikul cnnqxury wiih a 
turnover honcoi £5m oral El 5m. 

Willing u keep cMainc 
nunaotfiTKTn. or buy 
contrullme inicnsa. 

All replies ucuicd in 
idricicM cunfidenM. 


SUTABLE BRITISH CONSTRUCTION CO 
warned tor raa * com. consbucson and 
modernization shoo hi Germany. 
Curiam orders 051 70 Mo STG 
Fa* 00 <19 361 SlOSSSi 


BUSINESSES 

SERVICES 

Limited Companies 

From £95 Inclusive 

Own Choice of name 
Tailor made 10 your needs 
by accountants 

01273 277128 

Elliott Drummond 


kismet and (rmana Busmen Ap&oarranj I 
Tri 0171 «S3 S7D0 | 
/Bto^ftmmpeRUcomcajdr I 


BUSINESSES FOR SALE 


Smith & Williamson 

The jniiu AdttunrHratrvr Rccervtn offer for Mile as a going concern Ihc 
bruiocvs and .fsncI' of: 

Worktwice Ltd 

tin administrative iccctvenhipl 
A suumery and recycling axnpaa) in SouiJi Wes EngLind. 
Turnnver ENAMXKI 

Far detail*, cool am Mn L M Grcrn at Ibc iifticrv uf 
Smhb t: WilbaiTHon. Viigbiia House. The Bans. Worcmer WR 1 .TPA 
Tel: 019Q5 610510 Far: 01905 72JSV? 


BUSINESSES FOR SALE 


\ MV v p u ■ , • ; 

nfirms merger of 
1 subsidiaries 


- •• . 3 - ; 
■t ..-. v 




expand Turkish snn 


SALE BY TENDER AS A WHOLE OR IN LOTS 


On the Instructions of Laporte Absorbents 

CLAY POWDER & GRANULE MANUFACTURING & 
PACKING PLANT 

ORIGINAUY INSIALLED AND COMMISSIONED IN 1992 AND 
WELL MAINTAINED 

Inspection strictly by appointment 20 July - 24 July 1998 at 

Laporte Absorbents, AAoorfieid Road, Widnes WA8 OJU 

Inducing: Tv« K18BLHI twin refi primary ctlkI>« 5; bno CRAVEN FAWCETT twin rol secondary axrfisis; two 
NEWELL DUNFORO rotary louwe dyes, each 3.T2M da X 12J8M br gendosedbdtco nwyos;budcet 
rittutur,; viral ocy screens; two MQGENSEN 30 lorvfioi*- 5 cfcdc scos, BRITISH JEFFREY DIAMOND twvl rol 
crusher; 25 taVhou - output BRITISH JEFFREY DWVIOND 600nwn x 9COmi enpad mt BRiT15H JEFFREY 
DIAMOND twin smooth itrl recede aiBhet; RrtfMOND pendUkm mi, 17 ton/han outpri; BEPEX TCompada' 

^ AAS300 7/^ tonhexjr 0 ^ 0 ^ SALZCnTER Impadot'' type APSM X06c 28 toryhour tapad^siaqpi s3o6 
Id 294A/P c^adty; SANDIACRE TC400 farm fifcigarri seafrg madwte; HARVB* & BOECKER fWRSON^ 
FAWENA aid MALVERN ftig and padebg machres; MUELLERS high level aUtondic pafc&bg kia capady 
3lig-20ligb^heaiy(UybciEda^boUesprietraddRg;INGERSOLL RAND dr oompresoi^ stock of 
oonsundiie aid standby spare parts etc 

Cmw (hILboi |__J_ ft ft lltl Jj LmhboC—— -—bHaanMla r-t J _ IT# 

ror mnuer aecw; fender oootnenis mn nspeemn anwgements puosE oinnir 
David Speight TdL- Olfil 956 4321 Fax: 0161 832 5621 
E-maK ddsSgmgrindeymuk 

Pad P«ng Tefc 0161 956 4322 Fax: 0161 832 5621 , 

E-mail: pa^@gvagrimleyaxuk A \jVAiimPl6V 

Mancfi Jackson Tel: 0161 9564318 Rue 0161 832 5621 ^ 

E-maff: arj^vagrindeycaufc 8i Fountan street M m dreder«fl22ff 


w tfwcvbojiBt/tei 

hisimeS^n. 

iALE REPORT \ 

Esing of medun 0 large \ 
ir sale In the UK JT/o £lm+). \ 
g EtiDpe. h is FREE to 1st J 
ipany lor sale. July '98 / 
it now. For sub d frrfe : / 

SM76 02M/ 


Day Nursery 
(Gloucestershire) 


r/o £130.000 
Circa £ J 55,000 including 
Freehold 


CHRISTIE &. C2 


Surveyors. Valuers & Agents 


| Cara lvkt hh n s hi r e If 


Resdenhal Hcme 

Registered for 5 

• RotiScnml area circa 7: mile nwn 
centre. 

• Owner'* krungc and 5 hedroam*. 

- Accounts year rod Noveinber 1947 
show huronc £56.622 and ad juried 
profit £35.485. 

• Scope to increase regtstranoo. 

£149J99B TOEHOLD 

BnstiJ Office RtfiMTHiMdA 

01179744566 


North Wales j 


RestomiulBome 
REGKTERU) FOR 36 

• 26 tangle bedrooms 3 ram 
hcdnxxn*. 

• 2 send detached bungalow* m 
groumb. 

• Good uccopancy taswry. 
£656,000 FREEHOLD 
Manchester Office 
RrfWFTT&MlMC 

0161 833 3311 


Xestdential Cahe Home 
Registered for 16 

• Planning penrewuin for farther 4 
bed*. 

• TAD ywr end 30.4.97 £207.776. 
•Net profit £80000. 

• Spaa cm owner's ac co nun wl ntinn 
£375,000 FBEE80LD 

Ipswich Office Rtf 14/FT7 4655/MA 

01473256588 


Lancashire 


Nubsing Home 

Registered for 58 

• 43 adult medical aver 50 yean old. 
- 15 menially infirm over 50 yean 

old. 

■ Detached period property with 
purpose bnih extensions. 

• Owner'sAnanagcr'* coach boose. 
£1,5WJ>M FREEHOLD 
Manchester Office 

Ref 56/FT7860VMA 

0161 833 3311 


Offices at: London • Birmingham - Bristol ■ Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Keynes ■ Newcastle - Nottingham • Winchester 


SOFTWARE 
SPECIALIST FOR 
SALE/JOINT VENTURE 

Fast growing and profitable 
Pre-tax profits c£500,000 

Prini'ipala- sltould contact reference: 987S 

THE BUSINESS rift 
EXCHANGE PLC W 

31 John Adam Street. London WC2N 6JG 
Telephone: 0171-930 S965 FVuc 0171-930 8437 

Hrculrdnl bi 4 


tautraonTavtor Spedalist Drill & Piling 
coipomo Finance plant Hire Business For Sale 

fcMabkdw.1. repuMNc, highly profnaNc bunnc« tor uk. 

Marin leader * uh High quality asset base. CWiMcra hading record 
and ri^vl prolit hii4ory:TA3£SdiJk. PBTe£25flt 
Kvplv H< Siaun Baldiny. Robson Taylor Carponuc Finanoc. 
m Clianer House. The Square. Bnih BA2 3BH 
Ifw*uon 7 .nf.iren-.irefc>nuvIM rtrlouurur qfCfcwrenIM. ivumaaif in England and 
It&r, IL> carry ,m luvrstmrru Buoness. 





For S ylv; 

OR Fl. ASK 


Moncs Waterways Mama 
160 plus rievekipeti maarines 
Mortogers Bungalow 
tacencea Club 
Reception / Shop &**rig 
Arsustednetixofitenreocoof 
S68DOO 

Sox BS960. Hnartck* Timas 
One Southwak Bridge 
London SEJ9HL 


For Sale 

Recruitment Group 

KlfaWwherl gmnp nf profitable manitmenr cr u n p a mi es 
supplying candidates for temporary, permanent and 
executive positions, in mebe maiiets. 

Principal features of the business include: 

• Turnover circa £3m 

• Estimated PUT of £400k 

• UK and overseas markets 

• Southern and northern offices 

In terested parties (principals only) please write to 
SPateyat: 

Panuell Ketr Forster Corpome Hnance 
New Garden House 
78 Hattm Garden 

London EC1N 8JA Fax: 0171 782 9390 


taMB Ken Form b adbeebed bp Ae hHba» of Ctanocd 
AecownoB h Engbud aad W*ta n crop do inanai burin 


B\NNELL 


BUSINESS FOR SALE 

CONTRACT PRECISION 
ENGINEERING BUSINESS 

WeH estabBshed UK contract preclsJon engineering 

business with the foflowing key features: 

• Manufactures high volume precisian 'turned' 
parts utilising multi spindle lathes,- 

- Turnover approaching 510 million, strong profits & 
cashflow: 

• Clients include major blue chip automotive, 
defence and hydraufic companies. 

• Located ki the UK dose to major hrfrasTructijre Bnks. 

Potential purchasers please reply to Box No. B5961 . 

Financial Tires. 1 Southwark Bridge, London SE1 9HL 


Business For Sale in South East England 

Distribulocs of powered vshlcies, stab Bfis, etc. lor the dtablad. 

A untgue opportimity to ocqutie o kxig establshed yet 
growing business In cn expanding market 
Rimover STOO/VOOk per annum wftti excepflonaOy 
high return of pre-tax profits. 

Sale to Include a freehold business premises. 

Interested purchases apply to box No. B5944, 

Financial times. One Southwark Bridge, London SE1 9HL 


CAR & LIGHT COMMERCIAL ACCIDENT I 


I CENTRE 


Fax: 01842 761212 


Turnover circa £2. 5m 

Located in the /Vorfh. 
a : t established IS09001 
manufacturer of transformers 
for the electrical/ electronic 
industries with Blue Chip 
& International customers. 
Please cnr.L?c.t‘. Keith VYMti. 
Crife/iJeys 

Chartered Accountants, 
Bcsv-cil Ho^se. i-5 Brand Street. 
Oxford. 0X1 3A.V. 
n mh ;=' c rite h ! e ys .c o.u k 


Business For Sale 

Wholesale of Ladfeswear 

V Tantorrr In excess af SIS mUtton 

• Suppfici 10 all major muhipta 

• Substantial Mail Order supplies 

• Excellent ongoing Order Book 

• Renrartem Sale 

Please reply to: 

16 Upper Montagu Street 
London W1H 2 AN 
(Fax: 0171 402 1454) 


The Joint Administrative Receivers, James 
Cleave and David Whitehouse, offer for sale 
as a going concern the business and assets of 
Pickup A Bradbury Limited. 

• Reputable, well-established building 
contractor in die North West of England 

• Design and Build as well as traditional 
build contracts 

• £4m/£5m annual turnover historically 

• Current order book of approximately £7J5m 

• Excellent customer base 

• Freehold trading premises totalling 5,800 sq/ft 

• Additional property portfolio and land bank 

• Approximately 40 employees. 

For further information and to request 
a sales brochure please contact David 
Whitehouse or Joanne Quinn on 0161 228 6622 
or fax: 0161 228 1199. 


Buchler Phillips 

RECOVERY AND RECONSTRUCTION 


Humberts Leisure 


Successful golf hotel and country club 

■ 7 letting bedrooms 

■ Clubhouse 

■ Golf course 

■ Floodlit range 

■ Owner's accommodation 

■ c. £400,000 turnover 

An ideal owner-occupier leisure business 

Chesterton Humberts Leisure 

01392 255441 0171 629 6700 

Ref: JK Reft BPJA/2333 


C I! A R ! i: K t f) S l ]■! V V. V O R S 

L F. ! S l: R R PRO 1’ F K I' V S I’ L C ) A I. I $ T .■> 


IT RECRUITMENT 
COMPANY 

G ro w ing T utinw n . 1 rod Profit* 

Strong Cob ftwritiiw 

Wdl Ewabfivhfd 

Top f nft wuw Bur 

S pa ijI I bi i ^ m f VwiWj F r PbccmCBU 

Correa Rt-n Mm Cloot+pj- 
R i«>p ii CT W|| ^Kencial 


©Marriott ll Gknmror Cankm 

SECURITIES Lwlo* NWII MB 
1 1 r 1 TUb Bill 4*8 B*t7 
fin: mil 209 K27 


LIQUIDATIONS: 

RECEIVERSHIPS: 

AUCTIOHS: 


2Q> Ssted every weeks who 
to contact + Nationwide 
Commercial Auctions. 


iUSIMESS RESALE 


Monthly tat of over 1 2D 
efiffenent businesses & 
properties for sale 

Tel. 01652 680889 
Fax. 680867 


M&A MARKETPLACE 


WORLD LEADER IN 
“DONE DEALS" 

• WEB Beta of 4,000*- world 
wide CrtL. most bIzbs and 
kKhnUes. 

• FREE S cndidanSal fisting. 

• Optional "SMART AGENT* 
with daily E-fnaA updale of 
tailored w q ui wmenta aU as 
BSe as, £1 JB per werek. 

ToBFrea: 1 -800-349-4888 

wwwjmefpmietworic.com 


Printing Industry 


Fof ful information contact 
Boot 8S9C6 RwncJal TVnea 
One SouiriwcHk fridge 
London SEl GHL 


For Sale 




- H' 

: A.--' H 


SURELUX LIGHTING 
LIMITED 

:/.\ f ADMINISTRATIVE RECEIVERSHIP) 

-.nufacjlrer of lighting systems 


The Joint Administrative Receivers, Ian Schneider and 
Ian Powell, offer for sale the business and assets of 
DFL Lighting, a division of the above company, which 
designs and manufactures lighting equipment and systems 
for commercial and retail use. 

Principal features of the business include: 

• based in leasehold premises in Gllingham, Dorset 

• turnover in year to January 1998 of £2.1 m 

• workforce of 40 

• established customer base and ongoing orders 

For further information, please contact Ian Schneider of 
PricewaterhouseCoopers. 9 Bond Court, Leeds LSI 2SN. 
Tel: 0113 244 2044. Fax: 0113 245 8605. 

PiKm^ElWU^pOPERS @ 


enavanhouKOxifitn a juimrtMif by Ac humic et OuneraJ 
■l En(£in3 jnd VWcS ID urr> Un bwlrom UuUm 


SHREDDITPLC 

ns ~o \a MsrssnvE receivership; 

SUPPLIERS OF OS -SIT 'c DUCUMES l 
DESTRUCTION SERVICES 


The Joint Administrative Receivers, Sieve Ellis and 
Nigel Vooght, offer far sale the business and assets of this 
supplier of on-site document destruction services. 

Principal features of the business indude: 

• weekly turnover of c£30,000 

• leasehold head office in Manchester and 6 other 
recycling depots 

• fleet of 20 shredding trucks 

• extensive 'blue-chip' customer base 

• excellent growth and franchising potential 

For further information, please contact Mark Oldfield or 
Stephen Crrtchley of PricewaterhouseCoopers, 

Abacus Court 6 Minshull Street Manchester Ml 3ED. 
Tel: 0161 236 9191. Fax: 0161 228 3920. 

PtKWATEllHOUsE(aOPERS S 


nvYHMitiuiMCbqperi e taata i**d by the tnwru*e«Ji ChinewdfcnwiiA® 
In Inland and W4c> to iair> an tm mm em DtotaA 


For Sale 


mastic Blow Moulding Company 

O British Manufacturer established 1471 - Turnover approximately 
£2J million. 

O Volume manufacturer of a wide variety of hollies, trigger spray 
battles and Fuel cans. 

O Supplies a large number of significant blue chip companies. 

O Company hag established Horae & Export markets. 

For rurtber derails apply to: 0(189 512131 Fax: 01189 512161 
Bridgmi 47. London Street. Reading, RG1 4PS 


BUSINESS FOR SALE 

BUILDING MAINTENANCE GROUP 

Estobfcfted electrical maintenance and services group 
based hi South East wtth significant strengths Including: 

• long term blue chip contract base 

• niche markets offering exciting growth prospects 

• operating profits of £1 -3m plus 

Relevant MB! candidates and trade purchasers 
interested In this retirement sale please write to Box No. 
B5967 before 24 July. 

Financial Times. 1 Southwark Bridge, London SEl 9HL 
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Tomkins rules out large acquisitions 


By Andrew Edged rffe-Jofcnson 

Greg Hutchings, executive 
chairman of Tomkins, 
marked the fifteenth anni- 
versary of his involvement 
in the conglomerate yester- 
day by expressing frustra- 
tion at investors' continued 
distrust of the sector and 
ruling out large acquisitions 
which would diversify the 
group further. 

Announcing a 16 per cent 
rise In pre-tax profits to 
£500, 4m ($835m) for the year 
to May 2, he said: “I do feel a 
bit frustrated that institu- 
tions are vilifying conglom- 
erates yet sticking vast 
amounts of money into ven- 
ture capital companies 
which are. in effect, con- 
glomerates.*' 

In an apparent concession 
to investors' demands for 
focus, however, the results 
were presented under three 
core divisions and one - the 

Billiton 
pays R3bn 
for coal 
exporter 

By Kenneth Gooding 

Billiton is to take advantage 
of the fall in coal prices and 
the weak South African rand 
to gain full control of Ingwe. 
the world's biggest thermal 
coal exporter, for R2.97bn 
<$500m). Shares in the min- 
ing and metals group rose 
9'4p to 139p. 

It currently owns directly 
22 per cent of Ingwe and 50.1 
per cent of Trans-Natal Coal. 

In turn, Trans-Natal owns 
51.4 per cent of Ingwe. 

Billiton, advised by Flem- 
ings. Intends to acquire and 
cancel outstanding shares in 
both Ingwe. at R25 each, and 
Trans-Natal, at R26.76. and 
end tbeir listings on the 
Johannesburg Stock 
Exchange, depending on 
shareholder and court 
approval. 

Charles Kemot, an analyst 
at Paribas, said the deal was 
“very sensible and very 
good” for Billiton sharehold- 
ers. He pointed out that 
there had been uncertainty 
about what Billiton would do 
with its cash pile of $3bn. 
"People were worried it 
would rush out and do some- 
thing silly with iL This is 
not a silly deal". 

Mick Davis. Billiton’s 
finance director, said the 
weakness of the rand against 
the dollar provided an oppor- 
tunity to offer terms attrac- 
tive to shareholders in all 
three companies. 

He was confident the trans- 
actions would be earnings 
enhancing. 

Ingwe has 11 coal mines in 
South Africa and two in Aus- 
tralia and owns 41 per cent 
of the Richards Bay Coal 
Terminal. South Africa's 
main exporting facility. 


professional, garden and lei- 
sure side - which is “under 
review”. 

Mr Hutchings said Tom- 
kins had now ruled out large 
diversifying acquisitions, 
such as its purchases of 
RHM and Gates in 1992 and 
1996, because the returns 
from such deals were too 
slow. He explained: "Inves- 
tors are clamouring for 
quick returns. If that is the 
way the market is going to 
rate you, you have to be cog- 
nisant." 

The group, which spent 
£8Sm buying back shares 
and £74 lm on acquisitions 
last year, made no explicit 
commitment to further buy- 
backs, saying that it would 
prefer to gear up its balance 
sheet by making further 
“add-on" purchases. How- 
ever. it is seeking permission 
at the next annual meeting 
to buy back up to 10 per cent 
of its shares. 


Mr Hutchings said the 
group had £145m of net bor- 
rowings at the year end. 
compared with a £617m cash 
surplus the year before. 

Analysts said that its tar- 
get of 15 per cent gearing 
allowed for about £300m of 
debt, and that Tomkins’ 
strong cashflow could fund 
far larger purchases. Mr 
Hutchings said such a gear- 
ing level would give the 
group flexibility. Tlie return 
on investment improved 
from 8.8 to 9.9 per cent, 
clearing its cost of capital, 
which stood at 9.4 per cent 

Mr Hutchings said he was 
examining acquisitions in 
the three main divisions: 
construction components, 
food manufacturing and 
engineering. He said it was 
“too risky to rush into Asia,” 
but he expected acquisition 
prices in the UK to come 
down over the next two 
years. 



COMMENT 

Rexam 


50. 

1997 

Sorer OWsttnnX* 


Greg Hutchings: expects purchase prices in the UK to come down 


Rexam to return cash to shareholders 


By Virginia Marsh 


Rexam, the UK's largest 
quoted packaging group, 
sweetened a profits warning 
yesterday with news it 
would return £250m ($410m) 
to shareholders after failing 
to find suitable acquisitions. 

“We have raised about 
£350m from disposals in the 
last three years and would 
have preferred to invest it in 
the business.” said Michael 
Hart nail, finance director. 
"But prices fof many poten- 
tial acquisitions] are at the 
point where we just can't see 
them covering their cost of 
capital.” 


One factor was the 
increased interest of venture 
capital groups in the sector. 

He added, however, that 
the group, the former 
Bowater. would still have 
the financial firepower to 
spend £l50m on bolt-on 
acquisitions alter returning 
£250m capital, equivalent to 
about a sixth of market cap. 
to shareholders. 

Analysts said the immedi- 
ate catalyst for the move 
was Rexam’s failure to 
secure Calmar. a US beauty 
packaging company. The 
group invested in the Calif- 
ornia-based company earlier 
this year and had hoped to 


take it over. However, it was 
outbid by Saint-Gobain, the 
large French glassmaker. 
which last month announced 
it had bought Calmar for 
about $400m, more than u 
times earnings. Rexam is 
believed to have bid about 
$350m. 

The group also said trad- 
ing had weakened further 
since a downbeat annual 
meeting statement in May 
when it warned it would be 
hit by the strong pound and 
that its results would be 
more than usually weighted 
to the second half. 

Since then, it had been 
“impacted by the well-publi- 


cised slowdown in the elec- 
tronics market and the 
Asian situation”. Interim 
pre-tax profits would there- 
fore be not less than £85m, 
compared with £92m in 1997. 

For the full year ABN 
Amro, the company’s broker, 
is now expecting pre-tax 
profits of £l84m. down from 
a forecast of £2 00m. The 
group made profits of £190m 
before exceptional last year. 

Alastair Irvine, at Merrill 
Lynch, said returning capital 
to shareholders was reason- 
able. But he added: “The 
company is going to have to 
do an awful lot of work in 
the second half to achieve a 


respectable result.. It can’t 
buck the GDP trend. If 
growth is slowing down then 
one is still left wondering 
where this business is head- 
ing.” 

Hie group has sold some 
30 businesses in the last 
three years, mainly since the 
arrival of Rolf Borjessan as 
chief ex ecu ti v e in 1996. He 
has re-formed the once 
sprawling conglomerate into 
seven divisions. 

The shares, however, have 
continued significantly to 
underperform the sector and 
there have recently been 
suggestions the group 
should be broken up. 


Reynm, a thorn in investors’ ' 

side for years, said yesterday 

it would not overpay f<*f 'fggSSSm 

acauisitions. For this relief. mI 

much thanks. But the man- 100 4— — 

agement's decision to return 1 

£25&n back to shareholders 90 U A— — 

instead is not an adequate T\ 

strategy. The new manage- to 1 *- — — ■■ — ~ 

ment inherited a packaging L JW 

conglomerate whose returns . 70 1/ .L — ; 

on capital consistently fell *1111 

below its cost of capital, due ^ U 1 w : ' 

in part to uneconomic invest- f UAI 1 • 

merits. With the basic prim- rtt , ft 

ing now done, the ideal next . - .w . . 

move would be a large acqul- 
sition to consolidate its mar- 
ket positio ns. But the indus- 
try is running up against venture capital buccaneers with 
lower costs of capital who are driving up price tep- 
If Rexam cannot buy. though, now might be the time to 
sen. rts core businesses lie in food, healthcare, beauty pack- 
a pin P and coated films and papers. The industrial packaging 
and building and engineering divisions are m good nick, 
and. together with printing could probably fetch between 

£800m and a £lbn- 

The management balks at such radical action, pointing 
out that these businesses generate strong cashflows. But the 
price of keeping them in the group is a discount to analysts' 
break-up valuations. Rexam's broad portfolio also makes it 
difficult for it to find a suitable merger partner, which would 
be another way out of its current strategic bind. The man- 
agement needs to administer more drastic medicine or some- 
one else might do the job for it. 

Tomkins 

Weaning Greg Hutchings from his conglomerate crash has 
been an agonising process. Through some disposals and a bit 
of fancy paperwork. Tomkins has managed to depict itself as 
now focused on just three core business areas. However, 
patience is being rewarded in more meaningful ways. 
Returns on investment have at last exceeded the group’s 
cost of capital- And with the garden and leisure division 
“under review”, more disposals are likely. 

Furthermore, seeking permission to re-purchase 10 per 
cent of the company’s equity heralds a mere efficient capital 
structure that will enhance the value of Tomkins’ consider- 
able cash-flows. Since its minimal Asian exposure and rela- 
tively low UK exports present strong defensive characteris- 
tics, Tomkins’ outperform ance seems a fair bet in the 
absence of fresh divereffications. 


M&A value leaps to £42bn 


By Clay Harris 


The value of public and 
private takeover deals in the 
UK leapt to £41.7bn ($69.6bn> 
in the first half of 1998. with 
advisory work increasingly 
dominated by US investment 
banks. 

Morgan Stanley Dean Wit- 
ter was the top adviser on 
UK deals, according to fig- 
ures published today by 
Acquisitions Monthly. The 
ranking completes a hat 
trick for Morgan Stanley, 
also the first-half global and 
European leader, according 
to IFR Securities Data. 

The value of UK takeover 
deals completed in the six 
months to June 30 was more 
than 60 per cent ahead of the 
£25.5m total at the interim 
stage last year, putting activ- 
ity on course to challenge 
the full-year record of 
£67.7bn set in 1995. 

But David Rothnie. editor 
of Acquisitions Monthly, 
noted fears that the 1998 
activity could be a mirror 
image of the 1989 boom 
which preceded several lean 
years For takeovers. 


Profitable advice 

Value at bateowre (Efirfl* Leaders alhall-tima 1998” 

AMser Value 

80 (Ft#-yer 1997 rank] (On) 

1 . Morgan Stanley 18.141 

70 Dean ureter (6) 

an 2. Schratas (3) 173TB 
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<0 J 5. Merrffl Lynch (8) 10324 
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10 
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0 ftst Boston (14) 

1987 90 92 94 96 98 ID. SG Hamtow (-)» . 2392 

■ Co vMKi n t mu i i a UK pa* wdp*M*aw*m*s "imams* 
axipmkscanMMvivMtfJnar 

&AUNCT BrSnoM £ mb 
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Half-time leadership was 
the first top ranking for Mor- 
gan Stanley in the UK. Mr 
Rothnie said. It supplanted 
Lazards. last year's leader, 
which fell to fourth place. 

Simon Robey. Morgan 
Stanley's European co-head 
of M&A, said: “It helps to 


have been on the two biggest 
deals.” Morgan Stanley 
advised Commercial Union 
on the merger which valued 
fellow insurer General Acci- 
dent at ESJJbn. It also jointly 
advised Energy Group, the 
electric utility and coalmi- 
ner. which was won by 


Texas Utilities for £4. 38 bn 
after a battle with Pacifi- 
Corp. also of the US. 

Mr Robey said Morgan 
Stanley’s approach of com- 
bining UK and sectoral cov- 
erage had bome fruit 

Scbroders rose from third 
to second place on the 
strength of advice for target 
companies such as Argos 
and Allied Colloids, both of 
which eventually succumbed 
to sweetened offers. “Schra- 
ders has the name as the 
best defender in London of 
UK public companies.” Mr 
Rothnie said. 

Five of the top eight banks 
had a role in the battle for 
Energy Group. As joint 
adviser to Texas, Lehman 
Brothers came from outside 
the top 20 to eighth place . 

Also showing big advances 
were Deutsche Bank, Credit 
Suisse First Boston and SG 
Hambros, which advised on 
big deals botb before and 
after it became a subsidiary 
of France's Soci&tg Generate 
in March. NM Rothschild 
and Baring Brothers, owned 
by the Dutch ING Group, fell 
out of the top 10 . 


Insurance for 
failed bids 


By Christopher Adams 

Companies in Britain and 
the US are to be offered the 
chance to buy insurance 
against the costs of a bid 
which proves abortive. 

The product, underwritten 
at Lloyd’s of London and 
developed by TOI Corporate 
Services, will reimburse cor- 
porations for advisory fees 
associated with agreed deals 
that fail for reasons outside 
management control. These 
include counter bids, with- 
drawals by the other party 
or regulatory intervention. 

The pace of dealmaking 
and value of transactions 
has accelerated sharply in 
recent months. Deals worth 
$ 1 , 200 b n were struck in the 
first six months of this year 
worldwide compared with 
$l,600bn for all of 1997, 
according to IFR Securities. 

The cost of a collapsed 
takeover can be enormous, 
running to several hundred 
million dollars for a multina- 


tional in a merger of equals. 
Several high profile deals 
have come apart in recent 
months including the 
merger of Glaxo Wellcome 
and SmithKline Beecham: 
Royal Bank of Scotland’s bid 
for Birmingham Midshires 
and the merger between 
accountants KPMG and 
Ernst & Young- 

In Britain alone, there 
were £41.7bn ($69.6bn) of 
transactions during the first 
half of 1998. generating 
£850m in corporate advisory 
fees. 

TOL which estimated that 
about one in eight corporate 
transactions failed, said it 
would provide insurance 
cover for costs totalling 1 per 
cent of the value of a trans- 
action. The size of the pre- 
mium would be about 3 per 
cent of the sum insured. 

Aborted deals covered by 
the policy, thought to be the 
first of its kind, could also 
include disposals and man- 
agement buy-outs. 


Less than a fifth of the 
shares in Coca-Cola Bever- 
ages will be available to 
investors when the anchor 
Coke bottler for eastern and 
central Europe is floated on 
the London and Sydney 
stock exchanges next week. 

The company said yester- 
day that approximately 2,600 



Squeeze on shares in Coke bottler 


shareholders have indicated 
they wish to sell 195m shares 
- out of a total of 1.07bn - 
through the bookbuilding 
exercise being run by War- 
burg Dillon Reed. 

Analysts thought this was 
likely to encourage a debut 
in the upper end of the com- 
pany's forecast price range 
of 125p to 160p. As it Is a 
constituent of the FTSE 250 


index, the limited supply of 
shares is likely to be in 
demand from index-tracking 
funds. 

The new company has 
been created by spinning off 
the European operations of 
Coca-Cola AmatiL the Aus- 
tralian-based bottler, and 
adding Coke’s bottling opera- 
tion in northern and central 
Italy. 


No new capital is being 
raised in the exercise. 

The share price will 
announced at 8.30am on 
Monday, when trading in the 
shares starts in London. 
Trading on the Sydney stock 
exchange starts on July 14 . 

Warburg Dilion Reed and 
Credit Suisse First Boston 
are joint lead managers to 
the offer. 
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Chiroscience 
in £3.25m 
out-of-court 0 
settlement 

By Vb^d8 Marsh and 
John Mason 


Dr Nowell Stubbing, one of 
Britain’s best known bio- 
technology mtrepreneursi is 
to receive £3 ,25m ($5.4m) 
from Chiroscience, more 
than two years after bring- 
ing a claim against the com- 
pany for unfair dismissal 
and wrongful removal of 
share options. 

Dr Stebbing and Chirosd- 
ence, one of the more suc- 
cessful UK biotech compa- 
nies. announced they had 
reached an out-of-court set- 
tlement yesterday as the 
case was due to start in the 
High Court 

It is understood, however, 
that some Chiroscience 
shareholders are dissatisfied 
and may take the matter fur- 
ther. Shortly after Dr Steb- 
bing brought his case 
against the Cambridge-based u 
company in February 1996, J 
Chiroscience had a rights 
issue and did not mention 
the Haim against it 
Later that year it also 
bought a private US com- 
pany. using its shares for 
payment and says it again 
did not mention the poten- 
tial liability. 

Dr John Padfield, who 
replaced Dr Stebbing as 
chief executive, said yester- 
day the company bad been 
advised in 1996 that the case 
was unlikely to succeed and 
had therefore believed it 
was not obliged to include it , > 
in the rights issue prospec- * 
tus. 

Yesterday the company 
said it had raised about £2m 
to cover part of the settle- 
ment through a placing with 
institutions of 800.000 shares 
from its employee share 
ownership plan. Most of the 
balance had been provided 
for in its 1997 accounts. The 
provision was a general one 
not specifically related to the 
case with Dr Stebbing. 

The £3. 25m settlement 
includes £255.000 for Dr Stab- 
bing's legal costs. His claim 
for unfair dismissal will not % 
now proceed. & I 
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BUSINESSES FOR SALE 


Appear In the Financial Times 
every Tuesday, Friday and Saturday. 

For farther information, or to advertise in this section, 
please contact 

Marion Wedderbum on +44 0171 873 4874 
or Melanie Miles on +44 0171 873 3349 . 


United Kingdom 

U. $-$2,000,000,000 

Floating Rate Notes Due 2001 

In accordance with the provisions of die Notes, notice is 
hereby given that for (he Interest Period commencing on 
land including) 7th July 1998 to (but excluding) 
7th October 1998. die Rate of Interest applicable to the 
Notes will be 5.4375 per cent, per annum. The Interest 
Payment Date for Coupon No.8 will be 7th October 
1998. and the Interest Amounts will be USS13.90 on 
Notes of USS 1.000 b principal amount. USS13S.96 on 
Notes of USS 1 0,000 in principal amount. USS 1 389.58 on 
Notes of US$100,000 in principal amount and 
USS 1 3895.83 on Notes of US$1,000,000 in principal 
amount 


7 July 1998 


Bank of England 

Agent Bank 
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Croatia 

Kevin Done says the international community’s policy 
toward Zagreb has aroused fierce resentment. . . 

All sticks, no carrots 


For much of the past six months 
Croatia has appeared to be wilfully 
seeking to ignore the road map laid out 
by the international community for it 
to draw closer to its stated goals of 
integration into the European Union 
and Nato. 

As it has watched its central 
European neighbours, Hungary and 
Slovenia, as well the other former 
communist states Poland, the Czech 
Republic and Estonia begin formal 
negotiations to join the EU. Croatia has 
remained isolated from the process, still 
caught up in the consequences of war 
and the international community's 
efforts to bring a lasting peace to neigh- 
bouring Bosnia-Hercegovina. 

Much though it is resented in Zagreb, 
the country has been subject for the 
past two years to an increasingly well- 
orchestrated policy of carrot and stick 
from both the EU and the US. The price 
for progress toward closer ties with 
Nato and the EU is the demonstration 
by Zagreb of a clear, long-term commit- 
ment to the Dayton peace process in 
Bosnia-Hercegovina, to ethnic reconcili- 
ation and the resettlement of refugees 
and displaced persons, and to democra- 
tic reforms. 

Until recent days its record has made 
depressing reading in Washington and 
in west European capitals. Far from 
taking steps forward toward 
membership of Nato's 
Partnership far Peace 
or toward gaining 
access to funds from 
the EU's Phare assis- 
tance programme for 
the transition coun- 
tries of east Europe, 

Croatia appeared to be step- 
ping backwards. At the end 
of April, frustrated by the 
lack of progress, the EU 
began to threaten the with- 
drawal of the trade prefer- 
ences. which give Croatia tariff- 
free access to European Union 
markets for many of its exports. 

In its most recent report on 
Croatia, the European Commission 
concluded, two months ago, p 

that there had- been “many _ 
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statements of Croatian commitments to 
European norms and objectives, about 
progress in refugee return and the will- 
ingness to welcome citizens of all 
ethnicities, Dayton implementation, 
democratic reform and reconciliation. 

In practice, however, progress has not 
matched commitments. Increased 
respect for fima»miwifa»i human and 
minority rights is needed, as well as a 
determination to apply democratic 
processes." 

In recent days there has been some- 
thing of a breakthrough, however, with 
the Croatian parliament finally approv- 
ing a comprehensive programme for the 
return and accommodation of refugees 
and displaced persons forced to flee 
their homes in Croatia during the four- 
year war that followed the collapse of 
Yugoslavia in 1991. If it is followed 
through in practice, it could herald the 
start of a significant improvement in 
Zagreb’s relations with the interna- 
tional community. 

Robin Cook, British foreign secretary 
and unto the end of last month presi- 
dent of the EU Council of Ministers, 
welcomed the plan but stressed that 
“rapid and foil implementation " of the 
p n yammp was crucial to enable the 
EU "to consider ways in which it can 
strengthen relations with Croatia." 

IF there are no early setbacks, Croatia 
has opened the way to gaining access 
to the Phare assistance programme and 
probahly, too, to negotiations on a trade 
and co-operation agreement with 
the EU, both of which were frozen 
in 1995 in response to the brutal 
ethnic cl eansing and village 
burning blitzkrieg. The action 
liberated the Krajina region 
held by rebel Serbs for the 
previous four years, but 
led to tens of thousands 
of Croatian Serbs being 
forced to flee their 
homes. 

According to Klaus 
Kinkel. the German 
foreign minister. 

Croatia has taken a 
decisive step closer to 
the EU with the refugee 
programme. Last week. 



in a first step. European foreign minis Zy 
ters agreed that the EU would partid- i 
pate in an aid conference on recan- ff, 
struction and development in 
the autumn. ' 

The issue of refugee resettlement 
one of the most painful legacies ofthe° r ’ 
break-up of Yugoslavia and the 
between Croatia and Serbia from. 
to 1995, which triggered a huge n»ve^- jg* 
ment of population. It remains a 
sensitive question for the nationalist;?^ 
government of President Franjo , 

Tudjman, and his ruling Croatian 
Democratic Union fHDZ), which j sf 
facing a general election at the 
next year. According to a recent repo^>r' J 
from the OSCE as many as 200,000 
Croatian Serbs fled the country : Y 
between 2991 and 2995. . ' 

During the 1995 military operations.,'^ 
most importantly Operation StonnY ' 
around 190,000 people, mainly Croatian 
Serbs, fled Croatia chiefly to Serbia and 
to Republika Srpska in Bosnia- 
Hercegovina. Previously around 80.000 
Croats were displaced from Croatia's 
Danube region of Eastern Slavonia, 
when it was taken over by rebel Serb 
miMtias backed by the Serb- domina ted 
Yugoslav army, after Croatia declared 
independence in 1991. 

In a milestone for the young, indepen- 
dent Croatian state, the Danube region 
was returned to its control with the 
ending of the UN mandate in January, 
finally giving Zagreb full sovereignty 
over its territory, nearly a third of 
which was lost to rebel Serbs, more 
than six years earlier. 

While progress has been 
made on the reset- 



* 


tlemeutof 
refugees, other 
highly sensitive 
issues remain on the 
International commu- 
nity's agenda, from the 
call for internal democratic 
reforms, including changes 
in the election law and 
greater freedom for the media, 
to the expectation that 
' Zagreb will adopt a more 
Ir^. constructive approach to 
* strengthening the peace 



“Often the pressures 
from the international coromu- * 
nity do not take into account reality." 
says Josip Pare. Croatian assistant 
foreign minis ter. “And there is a lack of 
time horizons for ns complying. We 
have the impression that each phase is 
a moving target, and then it is not 
clear what kind of contractual arrange- 
ments we will have at the end. So there 
is not too much incentive." 

He claims that Croatia had 
complied with sending suspects 
indicted for war crimes to the 
international tribunal in 
_Ti> - The Hague “but afi we got 
was appreciation, and 
there is still no EU Phare 
programme . . . The EU has been 
employing this policy for seven 
years, but still we have not seen 
any carrot If this continues, 
then public opinion will lose 
any interest In the integra- 
tion process. Something 
should be offered for what 
AP we have already done." 


Photography: Damir Fabqamc Montage Micheta Magas 


Croatia's most immediate goals for 
reducing its isolation are membership 
of the World Trade Organisation and 
the Central European Free Trade Area, 
and in a sign of its frustration with the 
EU it is putting much effort into devel- 
oping its trade relations with third 
countries, most importantly Russia, 
China and Ukraine. 

While Croatia is still beset by such 
political uncertainty it has been slow to 
gamer the foreign investment that has 
flowed into other transition countries 
in east Europe, but it has begun to lay 
the economic foundations. It has 
conducted one of the strongest macro- 
economic stabilisation programmes of 
any of the countries in the region, it 
has regulated its foreign debt commit- 
ments (a legacy of the collapse of 
Yugoslavia.) and has been able make a 
successful entry into the international 
capital markets. 

The years of war have left a heavy 


Croatian sportsmen (below left to right): 
Toni Kukoc, Wimbledon finalist Goran 
Ivanisevic and World Cup star Davor Suker. 
Above: Viceroy J Blade's statue dominates 
the main square in the capital Zagreb. 

burden of reconstruction, and Zagreb 
has been slow to tackle the painful 
restructuring of Us loss-making state 
owned industries and to correct the 
abuses of the first wave of mainly 
insider privatisation. Important initia- 
tives are promised, however, inriudiny 
the privatisation of state-owned banks, 
the telecoms utility and the oU industry 
in the next two years. 

“Europe is our destiny, but it is a 
long way to go." says Hrvoje Sarinic. 
chief of staff to President Tudjman. 
“Instead of blackmailing us. the inter- 
national community should consider us 
as a factor of stability and behave 
toward Croatia as a partner and not use 
the carrot and stick all the time." 


VAT proves double-edged 


The new tax has 
boosted revenues 
but put pressure 
on other parts of 
the economy 

The introduction of a value 
added tax system at the 
beginning of the year has 
had a far-reaching impact on 
the Croatian economy. It has 
increased budget revenues 
beyond the government’s 
best hopes, but it has also 
further tightened the 
squeeze on liquidity and 
increased inter-company 
arrears, delayed the pay- 
ment of some wages and 
slowed the rate of growth. 

The size of VAT revenues 
since January has led the 
finance ministry to make 
significant changes in its 
estimates of the size of the 
Croatian economy. Borislav 
Skegro. deputy prime minis- 
ter and finance minister, 
told a meeting of the govern- 
ment last month that based 
on tax data, the ministry 
was now forecasting a gross 
domestic product for 1998 of 
I70bn kunos instead of the 
125.5bn kunas forecast in the 
December budget. 

One impact of the intro- 
duction or VAT has been to 
bring areas of the large 
black economy into official 
channels. Tax evasion has 
been widespread and smug- 
gling is still rife, particularly 
between Croatia and Bosnia- 
Hercegovina. “This is 
starting to address the previ- 
ous problems of tax eva- 
sion." says Mr Skegro. "In 
the first six months the tax 
has performed extremely 
well.” 

With the state finances 
strengthened Mr Skegro 
forecasts a balanced central 
government budget instead 
of a deficit of 2bn Runas, 
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equivalent to 1.6 per cent of 
GDP. forecast at the end of 
last year. TTie consolidated 
government budget will also 
be dose to balance at less 
than 0.5 per cent of GDP, 
says Mr Skegro. 

The tight budgetary policy 
pursued by Croatia during 
the past four years since the 
introduction of its new cur- 
rency in 1994 and the launch 
of a stabilisation programme 
in October 1993 has helped it 
to achieve one of the lowest 
inflation rates of any of the 
East European transition 
economies. The - floating 
exchange rate, which in 
practice is pegged around 
the D-Mark, has remained 
stable and foreign exchange 
reserves have grown 
steadily. 

From the hyperinflation of 
the early 1990s and the tur- 
moil of war retail price infla- 
tion has been reduced from 
an annual average rate of 
1,518 per cent in 1993 to less 
than 4 per cent in each of 
the past three years. 

The latest economic fore- 
cast from Zagrebacka Banka, 
the leading Croatian bank, 
suggests inflation could rise 
to 6 per cent year-on-year in 
December under the one-off 
impact of the VAT introduc- 
tion. but Mr Skegro insists 
the rate will still be below 5 
per cent 

With the regime of price 
stability the economy has 
begun to register significant 
growth in the past two 
years, although estimates 
vary widely, given the con- 
tinuing unreliability of eco- 
nomic data collection. Mr 
Skegro maintains that GDP 
expanded by more than 7 per 
cent last year and forecasts 
growth of around 7 per cent 
again In 1998- 

Forecasts by the European 
Bank for Reconstruction and 
Development suggest GDP 
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growth of around 5JS per 
cent for both 1997 and this 
year, while Zagrebacka 
Banka maintains that 
growth is slowing this year 
to around 4 per cent from 6.5 
per cent in 1997, although it 
forecasts a return to higher 
growth of per cent in 
1998. 

High growth last year, 
fuelled by rapid credit 
expansion, strong domestic 
demand and rising foreign 
borrowing, caused an alarm- 
ing worsening of the deficit 
in the current account of the 
balance of payments as a ris- 
ing volume of imports was 
sucked in. 

While the leading interna- 
tional credit rating agencies 
Standard & Poor’s and Fitch 
EBCA have recently con- 
firmed their ratings of Croa- 
tia at BBB-, the lowest 
investment grade rating, 
they have expressed concern 
about the Jump in the cur- 
rent account deficit which, 
according to Fitch IBCA. 
more than doubled last year 
to around 11.7 per cent of 
GDP. 

Zarko Miljenovic, chief 
economist at Zagrebacka 
Banka, says the fears of the 
credit rating agencies are 
exaggerated. The current 
account deficit jumped from 
$880m in 1996 to S&3bn last 
year, but much of this was 
accumulated in the final 
quarter, as consumers and 
enterprises speeded up 
imports - in particular of 
cars - ahead of the introduc- 
tion of VAT. which was 
imposed at the high rate of 
22 per emit. 

At the same time the 
surge in domestic credit in 
1997. the first year that 
many households could bor- 
row, win also slow this year, 
he says. “These loans are 
very expensive. I think this 
will slow now. 1 expect the 


current account deficit to be 
halved this year." 

The benefits of the 
improvement in economic 
performance have still not 
been felt by a large part of 
the Croatian population. 
They are burdened by prices 
for consumer goods which 
are often dose to west Euro- 
pean levels but their salaries 
are still only a fraction of 
western rates, despite large 
increases in the past 12 
months. 

There are growing signs of 
social unrest, with a strike 
by teachers only the latest 
symptom. In addition unem- 
ployment is still running at 
around 17 per cent, although 
levels are much higher in 
those areas of Croatia that 
suffered most in the war. 
and which face the biggest 
challenge of reconstruction. 

Western economic observ- 
ers are becoming increas- 
ingly concerned about the 
pace and quality of economic 
restructuring, in particular 
in the industrial and finan- 
cial sectors, and by the slow 
progress in privatisation. 

Continuing worries about 
political tensions both 
domestically and in Croatia's 
international relations have 
often served to deter foreign 
investors, although invest- 
ment bankers do report an 
increasing level of interest 
from abroad in recent 
months. 

The government insists 
that important steps In the 
privatisation of large state- 
owned enterprises and utili- 
ties, from telecoms to the oil 
industry and banking, will 
be undertaken during the 
next two years. 

The country also 
embarked recently on the 
main stage of its first mass 
privatisation programme 
with the start of bidding for 
shares in 500 companies. 
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Vfe offer you excellent connections ' to the. emerging markets of Central end Eastern Europe so 
‘ srmpty dial the numbers shown below; we will ierll you aJJ about ©w nine 8 ZB network banks, which 
■■between (hem mo in la in more -than 60 brartdias, os well os our commercial and investment banking 
services and the multitude of services offered by .our other 'specialist companies. We are alto able 
to offer you excellent connections info Western Europe and Overseas Markets through our New York 
■finance company, branches in tendon and Singapore as well os representative offices in Paris, 
'Brussels; Moscow, New York, Beijing, Hong Kong, Tehran, Mumbai {Bombay} and Ho Chi Minh City. 


RZB-Austria, Vienna +43-1-71707-0 
.fi2S London B«uach +44-171-9292288 
.KEBFwbwbUC, New York +V2T2-8454100 
fiZBSfaqpwe Branch +65-225 9578 

Ita&eisM Umcbank RJ-, Budapest -+36-1-256 2018 
Ib5flc«aibanfc Prague +420-2-2423 1 270 
fa S Buise nbanfc Austria dLtL, Zagreb 4385-1-456 6466 


OOO fe3fehenbonk Austria, Moscow +7-095 72 1 9900 
Baffiwafcanf' {BuSgtmoj AD, Sofia +359-2-919 859 
latra banka, os., Bratislava +421-7-431 61 1 1 
a&afcmsercbank (Romania) 5-A.j Bochomst +40 5 -230 6100 
itetffmwtbank Ukraine; Kiev 
+38-044-4590500 
Ra3feise«Cejrtrobank5A., 

Warsaw +48-22-657 4600 
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Tudjman’s 
grip starts 
to loosen 
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Fragmented 
opposition is 
showing 
indications of 
greater coherence 


The recent death through 
lung cancer of Gojko Susak. 
the Croatian defence minis- 
ter and leader of the nation- 
alist faction in the ruling 
Croatian Democratic Union 
(HDZ) has left a vacuum in 
the party that has domi- 
nated Croatian politics since 
the collapse of Yugoslavia at 

the beginning of the 1990s. 

The HDZ. under the 
authoritarian leadership of 
President Fran jo Tudjman. 
spearheaded the drive for 
Independence and has won 
more than 40 per cent of the 
votes in all the country's 
national elections, but there 
are signs that the days of its 
hegemony may be num- 
bered. With a general elec- 
tion due by the end of nest 
year, the hitherto highly 
fragmented opposition, is 
showing indications of 
greater coherence, with the 
Social Democrats, the 
reformed communists, 
finally beginning to emerge 
as a more credible force. 

The opposition cause has 
not been helped, however, by 
the split of the Social Liberal 
party late last year into two 
parties. 


The loss of Mr Susak, the 
second most powerful figure 
in Croatia. Is a big personal 
blow for President Tudjman, 
the former partisan general 
turned nationalist leader, 
seen as the father of the 
nation by his supporters, but 
himself facing health prob- 
lems following treatment for 
stomach cancer during the 
past two years. 

The president’s staff insist 
that he has made a complete 
recovery, and Mr Tudjman 
easily won a further five- 
year mandate last year. But 
with the reins of government 
and the party leadership stQl 
firmly in his hands alone, 
the issue of the state of the 
president's health inevitably 
casts a shadow over the 
country’s political stability 
and his ability to hold 
together the disparate ele- 
ments of his party. 

Still regarded by many 
observers more as a nation- 
alist movement forged to 
win independence than a 
political party, the HDZ 
seeks to unite elements as 
diverse as the reformist 
wing, pushing to accelerate 
the process of integration 
into the European Union and 
Nato. with the hardline 
nationalists of the Bosnia- 
Hercegovina lobby. They 
still believe that thae will 
eventually be a split along 
ethnic lines in Bosnia, 
defeating the Dayton peace 
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process, that Croatia is for- 
mally commited to support. 

The conflicts within the 
party leadership have come 
to the fore in the past two 
months in the apparent ten- 
sions between Ivic Pasahc, 
the president's domestic 
affairs adviser, and Hrvoje 
Sarinic, prime minister in 
1992 and currently Mr Tudj- 
man's chief of staff. Mr pas- 
ahc was a dose ally of Mr 
Susak, while Mr Sarinic is 
regarded as a leader of the 
liberal wing of the HDZ. 

Although he fiercely 
denies any involvement, Mr 
Pasalic, a 37-year-old farmer 


medical doctor, faces allega- 
tions that he was connected 
with the scandal surround- 
ing the collapse earlier this 
year of Dubxuvacka Banka. 
He says he has started a 
legal action to clear his 
name. 

Several local HDZ party 
officials and members were 
closely involved with Dubro- 
vacka Banka, Vinko 
Braadic, the HDZ deputy 
r.hafffnan of the DuhroVUlk 
regional council, was chair- 
man of the supervisory 
board, and several people 
with HDZ connections had 
benefltted from cheap loans. 


Mr Sarinic has chosen to 
take up the case as a way of 
^twanging the HDZ of associ- 
ation with corruption. “I 
insisted that everything 
s hould be cleaned up, noth- 
ing Should be swept under 
the carpet,” he says. “It 
would he a very bad exam- 
ple, if these things were not 

cleared up The worst 

thing that can happen is the 
link between politics and the 
economy, that is what I am 
fi ghting - against-" 

Mr Sarinic — he has him- 
self faced other unconnected 
corruption allegations, 
which he has denied - 


forced the issue to the top of 
the party agenda in May by 
resigning, only to be per- 
suaded by President Tudj- 
man a few days later to 
return to his post 

**1 am battling for the repu- 
tation of the party, and if the 
party does not take some 
sanctions that reputation 
will be badly damaged.” Of 
Mr Pasalic, he says: “We 
agree on 70 per cent of 
problems, that is a lot, but 30 
per cent is not nothing 
either." 

Mr Pasalic. a generation 
younger than his rival, says 
he did not understand the 


reasons for the Sarinic resig- 
nation. “I did not feel it as a 
personal conflict,” and be 
blames the Croatian media 
far “making Cheap scandals, 
where they do not exist". 

He has time on his side. 
He has already been a party 
vice-president since 1995, 
and at this year’s conference 
he received the second larg- 
est vote behind his mentor. 
Mr Susak. 

Dismissing suggestions of 
deep Internal rifts, Mr Pas- 
alic says the HDZ is well 
advanced in the process of 
transforming itself from a 
movement into a centrist 


People's party, along the 
lines of the Christian Demo- 
crats in Germany, and it 
expects to become a full 
member of the European 
Democratic Union later this 


year. 

There is much at stake. 
The last election was fought 
in the imme diate aftermath 
of the war and the liberation 
of the areas held by rebel 
Serbs. Next year's poD will 
be fought much more over 
economic and social issues, 
where the Social Democrats 
in particular have been gain- 
ing ground In the opinion 
polls. 
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BANKING • by Kevin Done 


MEDIA • by By Kevin Done end Jared Manasek 



Failure sets 


off alarms 


The government 
is responding 
with plans to 
tighten controls 
in the sector 


The collapse in the spring 
this year of Dubrovacka 
Banka. Croatia's filth largest 
bank has acted as a much- 
needed alarm call to the 
authorities, underlining the 
continuing fragility of parts 
of the country’s still over- 
crowded banking sector. 

The failure has posed 
questions about the stan- 
dards both of banking super- 
vision and auditing. 

Dubrovacka Banka has 
been rescued by the state 
and put Into forced rehabili- 
tation. The chief executive 
has been arrested and sev- 
eral leading local political 
leaders and officials in the 
Dubrovnik region, a number 
of them members of the rul- 
ing Croatian Democratic 
Union (HDZ) party, have 
been forced to resign. 

The European Bank for 
Reconstruction and Develop- 
ment warned in its latest 
Transition Report on east 
Europe that while the bank- 
ing sector’s health is improv- 
ing “bank assets are gener- 
ally thought to be 
overvalued and losses under- 


reported. With currently 
about SO banks operating 
there are pressures for con- 
solidation In the sector.” 

Borislav Skegro, deputy 
prime minis ter and finance 
minister, insists that "SO to 
85 per cent of the total assets 
of the banking sector can be 
described as sound banking. 

"The remaining 15 per 
cent is mostly found in those 
small banks that grew too 
fast in the past four to five 
years.” 

According to Mr Skegro 
"the banking sector as a 
whole is a lot safer than one 
to two years ago”, but he 
admits that there could be a 
few more "minor players 
running into liquidity and 
solvency difficulties". 

The problems in the bank- 
ing sector forced interest 
rates in the money market to 
rise sharply to around 18 per 
cent during the spring, and 
there were runs on two 
other banks, where deposi- 
tors became alarmed about 
reported changes of owner- 
ship among leading share- 
holders. 

The country's two biggest 
banks, Zagrebacka Banka 
and Privredna Banka, have 
both said publicly that there 
are a number of banks with 
which they are unwilling to 
deal in the interbank mar- 
ket. 



A litmus test for freedom 


Some Western 
observers are 
sceptical about 
the chances of 
early change 


Croatian National Bank: set to take a tougher ine 


In response to the prob- to rescue the bank was made 
lems the government is plan- because of its key role in the 


King to push through 
changes to banking legisla- 


Dubrovnlk economy, 
because of the high level of 


tion in the autumn. These retail deposits and the risk 
will give the authorities that a failure could pose to 


tough new powers to 
strengt h en banking supervi- 
sion and regulation, not 
least in areas where the 
weakness of the present sys- 
tem hwH been highlighted by 
the Dubrovacka Banka case. 

Marko Skreb. governor of 
the Croatian National Bank, 
says that the new law will 
introduce much tighter rules 
to limit lending by banks to 
"connected persons” and to 
groups of companies linked 
to shareholders in the banks. 

It Will raise Tnintmn m cap. 

ital requirements for 
starting a bank, and will 
make it easier for the central 


the banking system. 

“This was the fifth largest 
bank and it was too big to 
foil," says Mr Skreb. “We 
realised it was very risky to 
close it down. But we have 
not bailed out the sharehold- 
ers." 

Mr Skegro insists that 
they "will claim proper 
repayment of all loans made 
to Kutle and others". 

Western bankers in Zagreb 
believe that the Dubrovacka 
Banka case will strengthen 
the Croatian banking system 
in the long term, as supervi- 
sion and regulation are 
improved and measures are 


Progress to reforming 
Croatia’s state-controlled 
national television and 
radio networks has become 
a litmus test of the 
wfifinguess of the ruling 
Croatian Democratic Union 
(HDZ), led by President 
Franjo Tudjznan, to begin 
relaxing its stifling grip an 
the electronic media. 

The g ov ern ment 
maintains that draft 
legislation currently before 
parliament will go a Jong 
way towards meeting the 
demands of the 
tateraatkmal community for 
greater media freedom. 

It promises that planned 
changes in broadcasting 
legislation will transform 
HRT, the state-controlled 
Croatian Radio and 

Television, into a public 
service broadcaster. 

In addition greater 
diversify win be created by • 
the establishment of the 
country's first 
privately-owned, national 
commercial television 
station. The government 
says it is planning to offer a 
licence based on the 
frequencies of HRTs third 
rhannei in an international 
tender. 

For the international 


community, however, it is 
concrete actions that count. 
There is still great 
scepticism that the Tudjman 
administration wili actually 
make the suggested changes 
without cxmtinmng pressure 
from westmn countries. 

Ivan Mndrittfo, until 
recently chief exeenti v e of 
HRT, points to the draft leg- 
islation an d insists that the 
new law will change Cro- 
atian national television and 
radio "from a state-owned 
organisation into a public 
service organisation, that is 
not directly subordinated to 
government and to parlia- 
ment” 

Mr Mudrtnic, a member of 
the ruling HDZ and 
previously minister for 
maritime affairs, transport 
and com m aginations, says 
several foreign media 
groups have expressed 
interest in the planned 
commercial channel 
Including Central European 
Media Enterprises (CME), 
the PS-financed company, 
which operates television 
stations in seven other 
counfries in east Europe. 

The government’s track 
record on media reform, 
however, leaves weste r n 
observers sceptical about 
the chances of early changes 
In the s t ruct u re of the 
electronic media, not least 
with a general election only 
18 months away. 

The European Commission 
reported at the end of April 
that "concerns remain at 


bank to intervene earlier, if taken to consolidate the sec- 
a bank is judged to be feeing tor. 


the lack of editorial 
independence for the state 
media and the lack of access 
of opposition parties.” 

Brussels maintains that 
the government has foiled to 
lire up to its commitments 
on broadcasting reform. 

-One leading western 
diplomat in Zagreb 
describes BBT’s evening 
television news programme 
as “simply a propaganda 
outlet for the government 
This was a tremendous 
weapon to stir up 
nationalist feelings". 

International monitors of 
last year’s presidential 
election campaign point out 
that during one 10-day 
period shortly before the 
poll, coverage devoted to 
President Tndjman was 300 
times greater than that 
given to Zdravko Totnac. the 
main opposition candidate 
from the Social Democrats. 

About three-quarters of 
Croats get all their news 
from television. 

William Montgomery, US 
ambassador in Zagreb, said 
recently that HRT “remains 
a concern” and was "clearly 
for” from being a true 
public broadcasting 
network. 

It is not only International 
calls for change that are 
mounting: Forum 21, a 
movement started by radio 
and television journalists 
within HRT, has been 
growing in influence. It is 
seeking the reform of HRT, 
the ending of its monopoly 


on national broadcasting; 
and the hiving off of the 
broadcasting transmission 
system into a separate, 
independent company, that 
would no longer be 
controlled by HRT itself. 

Damir Matkovic, HRT 
foreign affaire editor and-a 
founder of Forum 21, says: 
“The system has remained 
the same since the fall of 
communism, only the logo 
has changed. Television is 
still under the firm control 
of the ruling party— The 
basic problem In the 
electronic media is that the 
editor-in-chief is the 
president of the republic 
himself.” 

There are also serious 
concerns about the 
harassment of journalists. 

The US ambassador says 
more than 500 civil and 
criminal libel suits are 
pending against journalists 
and publishers. “As long as 
the government can nse the 
c rimina l code to intimidate 
journalists and to 
discourage the free 
expression of opinion, 
problems will exist in this 
area." 

The latest DS State 
Department human rights 
report on Croatia claims 
that journalists are 
"reluctant to criticise the 
Government in public 
forums for fear of 
harassment, job loss, 
intimidation, criminal 
prosecution or being 
branded as disloyal." 
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pik rrbovee 


is a leading Croatian 
meat processing company 

For many years now we have met the challenge of 
some of the world’s most demanding markets, 
including that of the United Stales. At present, 
thanks to continuous technological progress and 
resulting gains in productivity, we have spare 
productive capacity. 

We are currently looking for 
★ institutional distributors for our wide range of 
products worldwide 

it young, motivated and ambitious people of 
Croatian descent to act as agents and import 
managers in EU countries 

Should you be in any of the above-mentioned categories, 
phase contact us u die following address 
PIK VRBOVEC - MESNA INDUSTRUA dd 
(att’n Mrs Irena Jendris) 

Zagreba&a I4S, HR-10340 Vrbovec 
Tel: 00385 1 894570 Fax 00385 1 894 704 
www.pik-vrbovec.hr 


serious problems. 

“We want clear procedures 
on how to determine 
whether a bank is Insol- 
vent.” says Mr Skreb. "At 
the moment we cannot act 
swiftly enough. We want to 
be able to take prompt cor- 
rective action and to act in 
advance. At the moment we 
often do not have the ability 
to act when we see prob- 
lems.” 

At Dubrovacka Banka the 
visible problems began early 
this year, when the supervi- 
sory board decided to dis- 
miss the bank’s chief execu- 
tive, triggering a run on the 
bank by retail and corporate 
depositors. 

The central bank was 
forced to provide 500m 
kunas ($76m) in emergency 
liquidity, rts supervision 
team discovered that the 
bank was facing potential 
losses of around i.ebn 
kunas, with had debts 
accounting for around a 
third of the balance sheet 

The picture of connected 
lending remains unclear, but 
Mr Skreb says that a stake 
of at least around 20 per cent 
in the hank was owned by 


Mr Skreb insists that "the 
core of the banking system 
is sound in Croatia. ” 

Four banks, Privredna 
Banka, the second largest, 
and three regional banks, 
Slavonska, Splitska and 
Rtjecka, accounting for 
around 45 per cent of the 
assets of the banking sector, 
have recently emerged from 
bank rehabilitation with 
clean balance sheets, and 
moves are planned to privat- 
ise these institutions during 
the next two years. 

Zagrebacka Banka, the 
leading Croatian bank, is 
quoted on the London stock 
exchange and, along with 
Varazdinska Banka, has an 
international credit rating. 
There is also a growing 
involvement by foreign 


HRVATSKE VODE 

pravna osoba za upravljjanje vodama 


URca groda Vukovara 220 
10000 Zagreb, CROATIA 


CROATIAN WATERS 

Water Management Organization 



General Manager:. +385-1/615-1779 
Operate*: + 385-1 /S1 1-0522 

Telefax: + 385-14515-1793 



Activities: 

Flood control, water use and pollution control 
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The European Bank for 
Reconstruction and Develop- 
ment has been actively 
involved in seeking to 
develop the financial sector 
by providing credit lines and 
taking equity stakes in exist- 
ing Croatian banks, as well 
as taking stakes in new for- 
eign ventures. 

Two years ago it took a 10 
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companies connected with per cent equity stake in Var- 
Miroslav Kutle Mr Katie has azdins&a Banka, the conn- 


Tuesday October 13 


emerged as one of the coun- 
try’s leading businessmen 


try’s fourth largest bank, 
and it is close to finalising 


during the first wild years of the purchase of a stake in 
Croatian privatisation, and Slavouska Banka, Croatia's 


Zoljko Paul IVfanriic 
T»:l: -44 1962 8S9 2SS 
F.ix: -44 1062 S & 9 209 


For further information please contact: 
Ewa Placzek-NcvCS in London 
Tel: -44 171 873 3725 
Fax; -44 171 STS 5934 
Email: ew-i.pInc^c'K-nevcoL-^t.eoni 
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maintains close links with 
the HDZ. 

The government decision 


seventh largest bank, 
located in Osijek, as part of 
the bank’s privatisation. 
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Obstacles on the road home 


The number of 
Serb residents 
leaving has risen 
sharply since the 
handover 

Pobce have labelled and 
numbered three holes In the 
wooden shutters of Milka 
Miljenovic's house with 
adhesive crime-scene labels. 
Without the stickers, the 
holes would not be notice- 
able, because the han d gre- 
nades that made them 
exploded only after bouncing 
to the ground. 

“This all started in 
March," she says. “They tell 
us they don’t want any Serbs 
living here " Mrs Miflenovic 
and her family are among 
the few Serbs to remain in 
the eastern Slavonian village 
of Berak after the UN 
handed back control of the 
Serb-dominated Danube 
region to the Croatian gov- 
ernment in January. 

Since the handover, about 
17,000 of the estimated 62,000 
displaced Croats forced from 
their homes during the 1991 
occupation of the region by 
Serb rebels and the Yugoslav 
National Army have 
returned to Berak and towns 
like it. But returning Croats 


PROFILE 


have resorted to violence 
and intimidation forcefully 
to evict Serbs, despite laws 
permitting them to remain 
until their own homes can 
be occupied. 

In the Danube region eth- 
nically motivated incidents 
have doubled in the past 
month, as attempts are made 
to purge even long-time Serb 
residents and former friends, 
like the MUjenovic family. 

At the end of the UN man - 
date to control the region. 
Croatian and international 
officials hail ed the project as 
a success. But more than 
40,000 Serbs are thought to 
have fled the country 
instead of returning to their 
abandoned homes. 

Human rights organisa- 
tions are concerned that the 
number of long-time Serb 
residents leaving has 
increased sharply since the 
handover, and Serb politi- 
cians expect more to leave 
this summer. 

“We've entered a different 
phase of the reintegration 
process." says one human 
rights worker. “And we have 
to ask if by ‘successful' we 
are talking about the peace- 
ful reintegration of the terri- 
tory. or of the territory and 
its people." 

Under a 1997 agreement 


with the UN. Croatia com- 
mitted itself to a programme 
for the voluntary two-way 
return of the displaced per- 
sons to their homes. But 
Zagreb has responded slowly 
to international pressure for 
an equitable return process, 
and has created further 
obstacles by giving citizen- 
ship - and in many cases 
abandoned Serb houses - to 
Bosnian Croat refugees. 

It has also failed to elimi- 
nate many of the barriers 
preventing Serbs returning 
to their pre-war homes else- 
where in Croatia, thus wors- 
ening a tense situation by 
depriving ethnic Croats of 
the ability to return. 

Because most Serbs fled 
ahead of advances by the 
“friendly" Croatian army, 
they are classified as having 
left voluntarily. Croats 
driven out by Serbs, how- 
ever. are deemed to have 
been forcibly evicted and 
have legal advantages over 
Serbs on issues such as prop- 
erty rights. 

“The laws themselves may 
not discriminate against eth- 
nic groups, but the differ- 
ences in legal status mean 
there is de facto discrimina- 
tion against the Serbs," says 
a senior official from the 
Organisation for Security 


and Cooperation in Europe. 

The ministry of recon- 
struction and development 
plans to have about 8.000 
houses in and around the 
ruined Danube town of Vuk- 
ovar rebuilt by the end of 
this year. However, observ- 
ers say policy reversals 
involving deadlines and an 
opaque application system 
have prevented many Serbs 
from obtaining tbe recon- 
struction funds that would 
enable them to return home. 

■ “The European Union and 
; western countries have pro- 
vided for the reconstruction 
of Serb public institutions," 
says Vojislav Stanimirovlc, 
president of the Independent 
Democratic Serb Party. “But 
the political climate means 
the minis try of reconstruc- 
tion and development 
doesn't dare pay to rebuild 
Serb houses." 

While two-way return pro- 
cess within tbe country is 
stalled, Zagreb Is coming 
under pressure to permit the 
return of the estimated 

400.000 refugees outside the 
country, including about 

80.000 Serbs living in Bosnia. 

In April Zagreb estab- 
lished embassies in Bosnia- 
Hercegovina and Yugoslavia 
and issued procedures for 
tbe return of refugees from 


outside tbe country. These 
were quickly judged unac- 
ceptable by the international 
community because they 
imposed preconditions for 
tbe award of travel visas. 

In response, the govern- 
ment amended the proce- 
dures and has prepared a 
“comprehensive plan" for 
the return of refugees in the 
hope of avoiding trade sanc- 
tions threatened by the EU. 
But the government is still 
concerned that tbe whole- 
sale return of Serbs to Croa- 
tia could “destabilise 
national security,” says 
Andrija Hebrang. the 
defence minister. 

Nobody knows how many 
refugees want to return to 
Croatia. The poor economies 
of tbe war-afflicted areas and 
a government willing to let 
them return only under 
threat of sanctions make it 
unlikely that Croatia will see 
a flood of returnees. 

In the meantime, more 
Serbs like tbe Miljenovic 
family will leave the Danube 
region for an uncertain 
future In Yugoslavia. “The 
Serbs that are left here will 
hold it against us that we 
stayed so long," says Mrs 
Miljenovic. “But our neigh- 
bours tell ns there is no way 
any Serb can stay here.” 


A formula for European expansion 


Pliva, the largest 
pharmaceuticals group 
based in central and east 
Europe, has rapidly estab- 
lished itself as the accept- 
able face of capitalism in 
Croatia and as the country's 
best-known stock for inter- 
national investors. With a 
market capitalisation of 
around Sl.7bn. it dominates 
the Zagreb stock exchange. 

After the recent second- 
ary share offering of a stake 
of around 17 per cent aimed 
chiefly at reducing the gov- 
ernment's stake, 54.5 per 
cent of Pliva ’s shares are 
publicly held and a majority 
of the equity is held by for- 
eign Investors. 

In 1996 Pliva became the 
first . industrial company 
from central and east 
Europe to gain a listing on 
the London stock exchange 
through an initial public 
offering. Around 47.16 per 
cent of its shares are now 
owned by foreign portfolio 
investors through global 
depositary receipts, and 7.98 
per cent by the European 
Bank for Reconstruction 
and Development. 

In the latest share sale, 
which raised $275m, the Cro- 
atian state privatisation 
fund has disposed of most of 
its 14 per cent stake, retain- 
ing only a token 0.35 per 
cent. Two state pension 
funds bold a combined stake 
of 26.85 per cent while 
Zagrebacka Banka, the 
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country's leading bank has 
9.17 per cent A stake of 3 
per cent was also sold by 
the EBRD. 

Zeljko Covic, Pliva chief 
executive, is moving fast to 
expand the group's position 
In east Europe and to 
exploit the success of its 
research and development 
activities. The group is the 
originator of the region’s 
only “blockbuster" drug, the 
antibiotic azithromycin, 
which was licensed to Pfizer 
of the US in 1986. It sells as 
Zithromax in the US and as 
Sumamed chiefly in central 
and east Europe. 

Pliva lifted net profit by 
31.8 per cent to 604.3m 
kunas (592.3m) last year on 
sales ahead 23.3 per cent to 
2.85bn kunas. It has begun 
to invest significant funds 
in marketing and sales in 
export markets. Sales in 
Russia last year rose by 121 
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per cent while the compa- 
ny's overall export sales 
were 19 by 38 per cent to 
lJjbn kunas. Dependence on 
the domestic Croatian mar- 
ket is declining - its share 
of group turnover fell to 48.1 
per cent last year from 53.6 
per cent in 1996. 

The group took its most 
ambitious step towards 
becoming a leading regional 
player with the acquisition 
last year of an 8L5 per cent 
stake in Polfa Krakow, one 
of the four largest drug pro- 
ducers in Poland. It paid 
$102.5m for a 70 per cent 
stake and then increased its 
holding through an injec- 
tion of S38m in new equity. 

The deal established it as 
a local producer in one of 
the fastest growing drugs 
markets in east Europe, and 
has provided a springboard 
into the region through 
Poland’s membership of the 


Central European Free 
Trade Area. 

“We are concentrating on 
13 countries in the region, 
which have a combined pop- 
ulation of around -300m 
people and a forecast drugs 
market of around SlObn," 
says Mr Covic. In the next 
three to four years Pliva is 
aiming to reduce domestic 
sales to between 25 and 30 
per cent of group turnover. 

Pliva has begun a big cap- 
ital spending programme 
which includes upgrading 
plants and equipment and 
building production and 
research facilities. 

Capital spending rose by 
86 pa* cent last year to 424m 
kunas. The group is this 
year starting up a new plant 
to produce azithromycin at 
Savski Marof near Zagreb, 
at a cost of nearly JlOOm. It 
is also working on a new 
oral, solid dosage forms 


facility in Zagreb to be com- 
pleted by the end of 1999, at 
a cost of around $80m. The 
aim is to modernise its 
healthcare production to 
meet the highest regulatory 
standards and to allow Pliva 
to sell directly into the US. 

The $80m research facility 
should be completed by the 
end of 2000. Pliva will add 
around 250 researchers, 
making it one of the biggest 
drugs R&D centres In cen- 
tral Europe. International 
expansion and the develop- 
ment of its research capabil- 
ity are aimed at preparing 
Pliva for its survival after 
2006. when US and most 
west European patent pro- 
tection for Zithromax ends. 

This antibiotic has bean 
bankrolling Pliva's develop- 
ment A study by SBC War- 
burg Dillon Read, the Swiss 
investment bank, estimated 
that about half of its operat- 
ing income last year came 
from Zithromax. Several 
new products are in the 
research pipeline, but Pliva 
is pinning most of its hopes 
on its newly discovered gas- 
trointestinal peptides. In 
April it signed a deal with 
Parke Davis, a division of 
Warner Lambert of the US, 
aimed at creating a joint 
research team to do the 
work necessary to obtain 
regulatory approval for clin- 
ical trials. 

Kevin Done 


DINKO SAK1C • by Guy Dinmore 
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Croatia will soon face an 
unusual test of its maturity 
as an independent state in 
the shape of the war crimes 
trial of Dinko Sakic, a com- 
mander of the second world 
war Jasenovac concentration 
camp. 

Mr Sakic, 76, was extra- 
dited to Zagreb on June 18 
from Argentina where he 
had lived, more or less 
openly, for over 50 years. 
After protesting his inno- 
cence in a television inter- 
view earlier this year pres- 
sure mounted on the 
Croatian government to put 
him on trial. 

President Franjo Tudjman, 
who fonght with Tito's Com- 
munist partisans against the 
fascists, caused uproar in 
1991 when he suggested that 
some 20,000 people perished 
in Jasenovac, known as the 
‘Auschwitz of the Balkans'. 
This is a much Iowa- figure 
than generally believed. Jew- 
ish groups estimate the 
death toll at more than 
600,000 while Vladimir Zerja- 
vic, a Croatian demographics 
expert, puts the number at 
around 85,000. Most of tbe 
victims were Serbs, Jews, 
gypsies and anti-fascist Croa- 
tians. 

The trial is expected to 
rekindle the controversy 
over links between former 
leading members of Ustashe, 
the Nazi puppet government 
regime In war-time Croatia, 
and Mr Tudjman's ruling 
Croatian Democratic Union 
(HDZ) which tapped Croa- 
tians in exile for money to 
fund the 1901-95 war of seces- 
sion from former Yugo- 
slavia. Mr Sakic visited Aus- 
tria for a reunion of former 
Nazis in 1990 and met Mr 



Dbiko Sakic is due to face a 
war crimes trial ap 

Tudjman at a reception in 
Buenos Aires in 1994- 

Defence Minister Andrija 
Hebrang. a Jew by origin, 
terrified many Croatians in 
April by asserting that Sakic 
“was a victim of circum- 
stances". Hebrang’ s mother 
and other members of his 
family were Jasenovac 
inmates. 

Suppressed nationalist 
sentiments have resurfaced 
in Croatia since the break-up 
of farmer Yugoslavia and the 
fall of the communist party 
that had ruled for more than 
50 years. The kuna, the for- 
mer Ustashe currency, was 
reintroduced; members of 
rightist parties resurrected 
the old fascist salute at ral- 
lies; and Jewish cemeteries 
have been desecrated. 

The authorities have also 
played a role in removing 
the traces of Croatia's parti- 
san past. Zagreb’s “Square of 
tire Victims of Fascism" was 
renamed the “Square of 
Great Croatian People". 

Many Croatians believe 
their new nation must con- 
front its past - just as Ger- 
many did - to fulfil the 


dream of becoming an 
accepted member of Europe. 

“It is not evil in itself to 
have fascis ts in your past. 
Most European states had 
them at one point or other," 
maintains Ivo Banac. a his- 
tory professor at Yale Uni- 
versity and human rights 
activist “But it is a pity if 
you relate to them benevo- 
lently." 

The Simon Wiesenthal 
Centre, witb its relentless 
probing of the Holocaust, 
has described Croatia as a 
“society In denial". It sees 
the trial of Mr Sakic as an 
event that will trigger the 
“soul searching" needed by a 
young country such as Croa- 
tia. Critics say this negative 
view goes too far, pointing 
out that many Croatians, 
including Mr Tudjman. 
fought against the Ustashe. 

Pro-government media say 
the attention being given to 
the Sakic case is part of a 
broader international effort 
to discredit Croatia which 
has includ ed criticism of its 
treatment of Serb refugees. 

One man who cannot 
bring himself to attend Sak- 
ic's trial, expected to begin 
within months, is Josip 
Erlih. He was 15 when taken 
to Jasenovac and Is one of 
the former inmates who 
allege they saw Sakic per- 
sonally execute prisoners. 

“He was the terror of the , 
camp, a beast in human | 
form though just a young 
man," recalled Mr Erlih. who 
now lives In Belgrade. Mr 
Erlih believes Sakic should 
be tried in Israel or Bel- 
grade. 

“1 would not take him to 
Zagreb. He will turn out to 
be a hero and a knight." 
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TOURISM* by Kevin Done 


Image building 


In its bid to bring 
back tourists the 
country faces 
price and quality 
problems 

Croatia Is feeing an nphin 
struggle to reclaim its place 
in the sun in the rapidly 
expanding market far world 
tourism. Its attractions 
range from the thousands of 
islands along its Adriatic 
coast and the splendours of 
historic sites like the medi- 
eval walled port city of 
Dubrovnik. But despite such 
tourist gems the visitors it 
lost during four years of war 
are proving hard to win 
back. 

The last shells fell on 
Dubrovnik three years ago 
and the main Serb assault 
on the dty, a Unesco world 
heritage site, occurred 
nearly seven years ago in 
the winter of 1991-92. Much 
has been done to to repair 
the outward damage to the 

Toraist traffic flow 
Twist sibate {ml 


fabric of the old city, and 
immediately visible scars are 
few. 

The swifts wheel and dive 
between the sun-bleached 
walls as the small white 
ferry boats again ply across 
the deep blue waters of the 
bay to the ancient wooded 
island of Lokrum. Folk danc- 
ers draw visitors into the old 
town to explore the architec- 
tural beauties, the palaces, 
churches and monasteries of 
a city that for centuries was 
an independent republic, sec- 
ond only to Venice in the 
Adriatic Sea. 

The tourists and the cruise 
ships are returning, but 
business is far below the 
peak levels of the late i980s. 
Several of the city's leading 
hotels are still undergoing 
renovation or are waiting 
forlornly for new invest- 
ment. The once splendid 
Imperial Hotel, built in 1897 
in the final expansive years 
of the Austro-Hungarian 
empire, still decays, its 
upper floors destroyed by 


Serb shells. Talks, however, 
are under way for it to be 
rebuilt under the manage- 
ment of Hilton International. 

Reconstruction was not 
helped by the collapse ear- 
lier this year of Dubrovacka 
Banka, the fifth largest bank 
in Croatia and the dominant 
finan cial Institution in the 
Dubrovnik region. Non-pay- 
ment of loans by many 
hotels during the recent dif- 
ficult years had left many in 
bank ownership; now the 
bank, and the hotels, are 
back in state ownership. 
Dubrovacka Banka was res- 
cued by being placed into 
forced rehabilitation. 

The number of visitors to 
Dubrovnik last year rose by 
37 per cent to 142^03, still 
less than a third of the total 
of 460,970 recorded in 199a 
The number of overnight 
stays at 588,359 was still run- 
ning at only a quarter of the 
1990 level. 

Tourism is fundamental to 
the economy of the Dubrov- 
nik region which is at the 
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southern tip of the 600km of 
Croatia's mainland Adriatic 
coast Poor road communica- 
tions and the lack of a rail 
link , however, have left it 
isolated. Rugged and 
indented, the length of the 
Croatian mainland coastline 
is l,777km, with the 1,185 
islands providing a further 
4,012km of shoreline. 

Croatia is still being 
affected by the uncertainty 
and conflicts in other parts 
of the Balkans, in neighbour- 
ing Bosnia-Hercegovina and 
further south in Kosovo. On 
the streets of Dubrovnik the 
vehicles of visiting soldiers 
from the International forces 
serving in Bosnia, are a 
strong reminder of continu- 
ing tensions nearby. 

Tony Hopkins, Croatia 
product manager at Thom- 
sons Holidays, the leading 


UK travel group which 
returned to Croatia last year 
for the first time since stop- 
ping operations in 1991, says; 
“There are still problems of 
perception. Some people still 
see it as a war zone. It will 
take time to promote the 
country and to correct that 
image." 

Many of the problems 
affecting Dubrovnik are 
repeated across the tourism 
industry in Croatia. These 
range from the continuing 
need to repair war damage - 
at the beginning of the year 
around 10000 beds in tourist 
accommodation were still 
occupied by refugees - to 
catching up on the backlog 
of investment and develop- 
ing the modem amenities 
required by the much more 
demanding tourists. 

Many of Croatia’s facilities 


were built for the era of 
mass package tourism to 
Yugoslavia of the 1970s and 
early 1980s. 

“The concept was wrong 
then", says Sergej Morsan, 
Croatian minister for tour- 
ism. “It was oriented to mass 
tourism. The main potential 
is our wondarfal coastline 
with hundreds of islands, a 
very rich cultural heritage 
and a rich offering Inland 
with national parks, spas 
and unspoiled nature. The 
previous concept underval- 
ued these assets, and invest- 
ments did not upgrade the 
value.'” He adds that Croatia 
must target high-value tour- 
ism. "We have the natural 
assets, but better environ- 
mental protection is 
needed.” 

In the short-term, how- 
ever, Croatia is preoccupied 


with catching up on the 
number of visitors and over- 
night stays it enjoyed in the 
1980s. Tburism is a vital prop 
to the economy and the 
country earned around 
$2.5bn in foreign exchange 
revenues from the sector last 
year, equivalent to more 
Khan io per cent of gross 
domestic product And reve- 
nues from tourism must con- 
tinue to grow to offset Croa- 
tia's big trade deficit. 

Tourist arrivals last year 
totalled 5.2m with 30.3m 
overnights, up by one third 
from 1996, but this was still 
only half the levels of the 
mid-1980s. The country's 
tourist operators complain 
that they are handicapped 
by high prices and they 
blame Croatia's tight mone- 
tary policy for some of their 
woes and for making the 


currency uncompetitive. 

But Marko Skreb. gover- 
nor of the Croatian National 
Bank, rejects such sugges- 
tions. "The problem in tour- 
ism is that they work for 
only two months of the year 
and they have very high 
costs. They must adjust, it is 
a structural problem,” he 
says. "There are high fixed 
costs and these has been no 
investment in recent years. 
This is a supply problem. 
You cannot just live off sun 
and sea and sometimes lousy 
food: You must offer much 
more. . 

"For a long time Croatia 
was viewed as a cheap coun- 
try, but now prices have 
gone tq> and the service did 
not follow. There is a prob- 
lem of price and quality. 
This is not a problem for the 
central bank to solve.” 
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Development is 
under way on 
projects needed 
to create a 
modem economy 

Croatia is developing plans 
to open its telecommunica- 
tions market with the award 
expected later this year of a 
second mobile telephone 
licence and the start of the 
process for privatising Cro- 
atian Post and Telecommu- 
nications (HPT), the state- 
owned telecoms utility. 

Combined with a series of 
road-building contracts 
awarded in recent months 
and advanced negotiations 
on power station and gas 
pipelines projects, the 
schemes indicate that Croa- 
tia Is gradually starting to 
build the infrastructure 
needed to develop a modem 
economy that can be inte- 
grated more closely with the 
European Union and its 
immediate neighbours in 
central Europe. 

It is also having to address 
the onerous task of repairing 
war damage, and of develop- 
ing an infrastructure to take 
account of the awkward 
horseshoe shape of the coun- 
try and the loss of tradi- 
tional markets in former 
Yugoslavia. 

Stipe Hrkac, director gen- 
eral of HPT. says that with 
an investment programme 
that has been running at 
between DM200m and 
DM300m a year since 1991, 
the country has reached a 
level of development in tele- 
communications that com- 


pares well with other states 
In central and east Europe. 

During the. war in former 
Yugoslavia, 14 per cent of 
the telephone exchanges in 
Croatia were occupied and 
destroyed. Also. 52 per cent 
of the transmission systems 
were destroyed. 

The repair and expansion 
of the telecommunications 
network has been made a 
high priority in the coun- 
try's reconstruction and 
development Telephone den- 
sity, the number of lines per 
100 of the population, has 
been raised from 17.2 per 
cent in 1990 to 35 per cent 
at present. The target 
is to reach 41 per cent by 
2000. 

Around 78 per cent of local 
exchanges have been digital- 
ised. compared with 82 per 
cent at the beginning of the 
1990s, while the development 
of a fibre optic backbone 
transmission network has 
made great progress with 
12,000 kilometres of fibre 
optic cables now laid, com- 
pared with only aOQkms in 
1990. 

Croatia has fallen behind 
many countries in the region 
in the privatisation of its 
telecoms utility, hut the gov- 
ernment is planning to sell a 
stake of 20 per cent through 
an initial public offering 
(IPO) of shares in late 1999 
or early 2000. The sale could 
value Croatian Telecom- at 
between DMzbn and DM4bn, 
according to analysts’ esti- 





The road ahead: Croatia has plans to bund 2^00fcm of motorwa y s 
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hi a first step, parliament 
is expected to approve legis- 
lation during the summer to 
Split the posts and telecoms 


operations into separate 
entitles, says Mr Hrkac. 
International auditors are 
being appointed, and the sep- 
aration should take effect on 
January L 

Farther legislation to pri- 
vatise the telecoms 
operations should be tabled 
in parliament in the autumn, 
says Mr Hrtetc, and work on 
preparing the international 
share offering could begin 
early next year. 

Hie government has ruled 
out seeking a strategic far 
eign investor In favour of an 
interna Liana] flotation. "The 
earliest we will come to the 
market will be the autumn 
of 1999 or spring 2000,” says 
Mr Hrkac. 

HPT has a monopoly in 
the mobile phone market 
through its wholly-owned 
Cronet subsidiary, but It 
should be facing competition 
from next year from some of 
the leading companies in 
telecoms in central and east 
Europe. Four consortia sub- 
mitted bids last month. 
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under an international ten- 
der for the country's second 
GSM mobile telephone con- 
cession. The government is 
expected to select the win- 
ning group by mid-Septem- 
ber. 

Deutsche Telekom and 
Westel 900, the leading Hun- 
garian mobile phone opera- 
tor (owned by Matav, the 
Hungarian fixed line opera- 
tor in which Deutsche Tele- 
horn has a stake, and 
Media One International, for- 
merly US West Interna- 
tional). have joined farces 
with INA, the Croatian state- 
owned oil company and 
Zagrebacka Banka, the larg- 
est Croatian bank, to form 
the Zagitel consortium to bid 
for the mobile licence. 
France Telecom also has an 
option to buy into this con- 
sortium as part of its inter- 
national alliance with Deut- 
sche Telekom. 

Zagitel is facing three rival 
bids for the Croatian licence 
from; 

• VIP-Net Croatia, led by 
Mobilkom of Austria and 
Western Wireless Interna- 
tional of the US 

• Enconet International, a 
grouping of around 10 
mainly Croatian companies 
including HEP the electricity 
utility 

• and a consortium led by 
Rumeli Telecom of Turkey. 

Alongside the develop- 
ment of the telecoms system, 
Croatia urgently needs to 
modernise its highway net- 
work, if the economy is to 
flourish and the full poten- 
tial of the tourism sector is 
to be exploited. 

While it has ambitious 
long-term plans to build 
2,000km of motorways to 
provide rapid access to Cro- 
atian ports and coastal 
resorts, the pace of the con- 
struction programme is inev- 
itably limited by the avail- 
ability of finance. 

hi recent months, how- 
ever, the government has 
agreed several contracts 
with foreign construction 
groups, which promise to 
improve the links between 
Zagreb and the Slovenian 
and Hungarian borders. 

Central to the road-build- 
ing programme is also the 


completion in the next two 
years of the motorway that 
will connect the country's 
main port of Rijeka, and the 
tourist resorts of the Istrian 
peninsular, with Zagreb and 
the rest of Europe. 

The rival port of Roper In 
neighbouring Slovenia is 
doing big business in the 
Adriatic, so the pressure is 
on Croatia to connect the 
bigger and potentially more 
profitable port of Rijeka with 
Europe’s major road net- 
works. 

Work on the Zagreb- Rijeka 
highway was started before 
Croatia gained independence 
in 1991. and has proceeded 
slowly. But the state-owned 
Croatian Roads company 
hopes to finis h the final 
60kms by 2000 with a two- 
lane highway that can later 
be widened. 

At the end of last year, a 
DM830m contract was 
awarded to Astaldi of Italy 
to complete a 9Qkms stretch 
of motorway between Can- 
can on the Hungarian bottler 
and Zagreb. And in another 
deal, Walter Bau, the Ger- 
man construction group, 
won the DM360m contract 
for building two sections of 
the motorway planned 
between Zagreb and Macelj 
on the Slovenian border. 
This will connect Croatia 
through Maribor in Slov enia 
to Graz in Austria. 

The road building pro- 
gramme is proving contro- 
versial in several regions, 
however. In Istria opposition 
is rising against the imposi- 
tion of much higher foil* on 
roads under construction 
mid improvement by Bouy- 
gues of France. The selection 
of the route for a highway to 
the south is also under 
heavy attack. Bechtel of the 
UShas been selected for a . 
$800m contract to build part 
of this highway from the Skr . 
venian border via Zagreb to 
Sisak. 

Ultimately the road is sup- 
P^sed to connect the Dalma- ' 
tien coast to Zagreb, but 
there is still argument over 
whether the route should 
run through Bosoia-Hercego- 
vuia or take a path that is 
longer- and more expensive 
but remains in Croatia. 
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^Europe pulled in two directions 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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EUROPEAN OVERVIEW 

By Barth Dickson, 

Financial Editor 

Trans-European equity 
indices rose modestly yester- 
day in mixed, quiet trading 
as the market was pulled in 
different directions by a 
higher Wall Street opening 
and concern over the Japa- 
nese government's commit- 
ment to economic reform. 

The FTSE Eurotop 100 
index closed at i980. 41. up 
8.30 points, while the 
broader Eurotop 300 index 
ended at 1285.73, up 3.47 
points . 

i | g The FTSE Ebloc loo, 

Bvotop 300 Eurotdoc 
Max 


which follows 100 of the 
most liquid stocks from 
states joining European 
monetary union in the first 
wave, closed at 1,079.94, up 
6.30 points. 

In the bond markets, the 
weakening yen helped boost 
euro-zone prices as investors 
looked for safe havens. The 
benchmark 10-year German 
government issue was 
quoted in late trading 
around 104.10, up 057. for a 
yield of 4.70, against 4.74 on 
Friday. 

The best-performing 
e quit y sectors included 
extractive industries, up 3.06 
per cent, with Rio Tin to ris- 
ing Ecu 0.20 to Ecu 10.63. 


Healthcare was up 2.52 per 
cent, while telecoms rose 
2.04 per cent, with France 
Telecom up Ecu 0.60 at Ecu 
62.73 and Tele Danmark Ecu 
150 higher at Ecu 93.63. 

Declining sectors included 
investment companies, down 
1.21 per cent. Distribution 
fell 1.43 per cent with Adidas 
Salomon dropping Ecu 2.10 
to Ecu 149.32. 

Meanwhile, a report from 
the European strategy team 
at ABN-Amro took issue 
with the idea that the 
strength of domestic con- 
sumption could insulate 
European economies from 
the Asian slowdown. It said 
w hile gross domestic prod- 


uct forecasts were showing 
little net change, declining 
European export optimism 
seemed likely to have broad 
implications for industrial 
stocks. 

In many markets these 
bad been sold ofT aggres- 
sively last autumn as the 
Asian crisis became promi- 
nent, apparently discounting 
a very sharp deterioration In 
export volumes. Even after a 
recent bounce, valuations 
were still below the level 
implied by the latest read- 
ings for export confidence. 

However, the decline in 
confidence could be the start 
of an entrenched European 
trend. 


FTSE Actuaries Share Indices 


European series] 



Mas 

Nanoral a Ftogkaal 
■Mate 

FTSE Brotcp 300 
FlSEEurctaplOD 
FTSE EttoclDO 


Days cflanga neU 
% points grass % 


1285-73 +0Z 1 .3.47 

2980.41 +028 +030 

1D7&94 +059 +6.30 


■d aq Tots ran 
yin Sail 

1066 1315.93 

24.87 1082.05 

11.71 10KJ7 


jra as 

Cuntocf 

□atag 

Change 

Chugr 

QttPQC 

Otaoae 

Banfw 







AUEBtl 

ATS 

14X67834 

-00009 

-0.01 

-00024 

-002 

Brigua 

ee- 

41^41639 

-tusisa 

-0.01 

-00034 

-092 

Ciwti Reorauc 

CZK 

35550315 

+00026 

+033 

-1 1302 

-3 08 

Denmark 

wt 

74IB3E2 

+0.0003 

+000 

+00032 

+094 

Rrtand 

FN 

63177418 

+00002 

+00(1 

-00003 

-om 

Frraoe 

FRF 

6 /03840 

+0.0001 

+000 

+00035 

+0 05 

Germany 

DEM 

1999595 

-OJUOI 

+000 

-DOOM 

-0 02 

Greece 

era 

334 467595 

-0.4823 

-014 

-3 2034 

-0 95 

tvsmv 

WF 

2466001 56 

+1JJ316 

+043 

+09181 

+038 

tetond 

e> 

0.794067 

+09000 

+000 

+0 0001 

+091 

Wy 

m. 

1969999333 

+0.1169 

+aoi 

-05605 

-0 03 


UJF 

41J41639 

-00058 

-o.m 

-00084 

-0 02 


ILG 

ZJ54180 

-00001 

+aoo 

-0 0000 

+0 00 

Noway 

NOK 

6503254 

-0.0369 

-0.43 

+0 0202 

+094 

Pntand 

PIN 

6B349S3 

+0.0112 

+039 

-0043 

-a 05 

Portupal 

PTE 

204 K9839 

-0.0379 

-002 

+0 0091 

+0.00 

Honrara 

ftOL 

9637 579809 

+63.4274 

+OEG 

♦75.4786 

+0 79 

FfajEita 

FOB 

6997938 

+0.04*4 

+0.66 

+00319 

+0 51 

SbwaMa 

SKK 

38 735S10 

+0 0075 

+025 

-02446 

-063 

Spam 

ESP 

160.738820 

♦00351 

+0 02 

+00237 

+0.01 

S«nden 

SBC 

8910094 

+0 0121 

+014 

+0.1263 

+1 44 

SMCartanp 

Off 

1982623 

+09001 

♦0 00 

-00004 

-0 02 

LWldd Kingdom 

GBP 

OG71 656 

+00042 

+0S3 

+00093 

+1.41 

ECU 

AraevfcM 

ECU 

1.010857 

+00004 

+094 

+0 0020 

+020 

Bran 

OIL 

1288624 

+0.0088 

+069 

+00055 

+0.43 

Canada 

CAD 

1927214 

+00137 

+0K 

+00056 

+0 34 

Mattra 

imi 

9.915570 

+0 0766 

+078 

-00313 

-OJI 

LMBd States USD 

PadOcNHafle EsU/Atrica 

1.1059/0 

+00063 

+058 

+00030 

+027 

flusSaiSa 

ADO 

1.793995 

+0 0151 

+091 

-00106 

-103 

Hong Kong 

MD 

0568285 

+00488 

+057 

+50221 

+026 

Japan 

J'i 

154.7805X1 

+1.5185 

+090 

-1 3959 

-099 

Support 

SCO 

1995633 

+00246 

♦T.31 

+10052 

+027 

Stub tinea 

ZAR 

7.155G29 

+01344 

+1.91 

+0 6152 

+9.41 


Synthetic Euro against the dollar 

SperniD 



Same FTSE tmtnl 

EUROZONE CURRENCY CONVERGENCE 

Biateta! comBsun rate ogaha Die D-Maft 


Son* FTSE lifamtuui LM.7htt table gins a Bwontt. gyiOsOc wdue tor tt» Earn igaati wna 
oner Miracles. Modeled by endytag GDP welgBb to Eon -to" raraoB lire Ebd as ratal 
unll Jemmy i rad Bn tear staid not be used a a pnma grate to « rata. n a dayped to non 
Brood Evnacf <dBbi bate. Caoracy tagMInga o» Um OBI 03384. FBF 0JH17. ITL 01B23. 
HLG 00577, 8 0 00388. ES> 00848. C 00118, PTE 00185. ATS 0 0328 RM 00187 



Read 

Market 

Did tad 

Week 

Forward 

Fmwad 

Hfl M 

Ausra 

7.(0552 

70353 

+000 

+000 

70376 

3.73 

+0 07 

Mgten 

20.6255 

20.625 

+9 00 

+ooo 

20 6311 

372 

+0 06 

France 

3 35386 

3352E 

-0 04 

-Oil 

13578 

367 

+001 

ftftend 

304001 

30393 

-092 

-004 

3 0413 

36 

+014 

trotanl 

0.402E76 

0.3971 

-138 

-1 41 

0 4014 

59 

+124 

Rah 

990 002 

9651493 

-0.49 

-0.49 

990 0604 

47 

+104 

lioitnlinufi 

20 6255 

20 625 

+0 00 

+0 00 

20.6311 

372 

+0 06 

itatnatanas 

112674 

11273 

+0 05 

+0 03 

1 127 

36 

-0 06 

FWtuBEl 

102 505 

102.3507 

-015 

-0.17 

102. 6052 

417 



85 0722 

84.8866 

-022 

-0 25 

851433 

429 

+063 

rprnvtfvy 

1 


+000 

-0.00 


3 66 

+0 00 


Soofct The HM Curowny Ftad rate me btserd raws ogrxt br &i lte» as tonwrt ms are 
eunanpe ms mctpoWwt tram new ones; fenad Kma non me toauj mpM by 

mesa tonram dera nge rates Ml tm rate * DEM me oaeienos beiwera moM wood erarna 
rate m me HU tarwsnl merest rate tc* 31/12W. LKu (avert unnrai mta II ill® a 
nfcuUted by naiiotilui tnm MKhed 6BA rone) Oitigs 


1100 1 

Afir 

Strata: F 7 SEkkn>u l n*l 


: MUW1H Bfffl FgnaB (UFFQ Eculm pctntB of 100% 



Open 

Sait price 

Change 

tfgh 

taw 

Eat vof 

Sep 

959S0 

95005 

+0035 

95075 

95050 

1S5 

Dbc 

96090 

96.105 

+0025 

96.110 

96090 

209 

Mai 

06060 

96.060 

+0930 

90060 

96060 

1G0 

Jwi 

- 

95050 

+0030 

- 

- 

0 


! MOTH BOBO OPTWC (LfffQ Eculm pednts o) 100% 


SJfftB 

Price 

Jd 

*ug 

CALLS - 
Sep 

Dec 

Jut 

Aug 

TOTS — 
Sep 

96675 

0020 

0.040 

aoeo 


a 030 

0050 

0070 

9BOBO 

0 

9DD5 

0015 

0.170 

0LI35 

9140 

0.150 


*2; 

m. . . • • - - 

v,- . a: . ■ a* : ’- -V ' 


- ry.wjjp 

. ft ,-.b 

. y. • «r-*^fc2E 
.. . -V - . * V;. — 


bt WL WSL Cte 0 Pod 0 Praraus (tor's opo M. Cte 0 Mi 0 

■ FTSE BBflTOP 1GQ WDB( WIBBES (Uffq Ecu20 p» hi Imlai point 

Open Sec pries Change Ugh Low Ed. nol Open bri. 
Sep - 3009.0 +70 - 0 959 


■ nno STTUE FTSE EDROTDP 180 NOEX OPHOM (^X) EcalO per kafin paid 

i 2K0 2875 2900 2S2S 295B 2SI5 3800 3025 

CPCPCPCPCPCPCPCP 
M 1«13 1 tfl17 9 B 2 ina 82S 474532 G5M73 
Aug 185 ST W 5S W EG IS 74 117 84 1M 94 B 110 77 119 
EstntUBM Pmr ttofi opn etma tout 3532 Prarottte Man n bind an Um plus. 


FTSE Emtap 300 BaptaaB 

Eurobtot 1350.48 +O.K +744 107 17 74 137404 

(X 117637 -043 -505 235 21.62 127838 

Etnope Eh-EbtoMoc 1233.03 -0.02 -0.26 239 1838 1266.73 

Etiope Ex-UK 134831 +031 +822 132 1637 137026 

FTSE Enratpp Inttehy Sectors 

BESOtWCES 102136 -032 -018 233 1978 105664 

Extract** kdtees 81330 +3JK +24.14 IK 0.00 61330 

Of, totogrted 967.15 -012 -1.16 232 1236 1000.42 

00 Egtora&tyi 8 Prod 97210 -091 -9.96 235 030 972.10 

6HBWL BBUKTHES 1274 86 +02? +281 229 1735 129738 

Consncloi 861. OB -005 -047 238 1106 97237 

Busang UaSa & ItatiB 108072 +0-38 +337 247 735 108025 

Cberaksta 111335 -020 -234 ZS3 1536 1131-37 

Dtoeaffied toduetroli 1036-57 * 0 Zf +232 213 1620 105230 

Bectmlc 6 Bed EqOp 107531 +039 +4.17 1.70 025 107838 

Engtrawtag 106038 +038 +086 309 6.97 107634 

FfUtf. Pc*Q 8 Prtoffitfl 07051 +026 +249 239 OOP 97PS1 

MWB BOOBS 121838 +004 +049 131 1321 1246.30 

AuunatOra 120030 +047 +532 214 823 120938 

Atcaboac Beiaagu 100051 -1-22 -1239 237 S.B2 100651 

Food PtHtcera 1097.78 +077 +835 134 730 110006 

Horaehold Goods & Tab 112600 +088 +738 136 731 113335 

heeflhcnra 107337 +231 +2630 611 852 108436 

PbwnHORitlate 1032.68 -022 -229 131 207 103433 

Tobacco 1084,74 -002 -036 430 131 108678 


Dbttrttai 
Leisure & feteb 
Medta 

Retalers. Food 
Redan, General 
Tdaconimdcadora 
Brewdles, Pubs & Hast 
SupponSeraces 
Tnospori 

hfanialtti Tctbpotogy 

limmg 

Bactldty 

Rm Dtabtadtai 
nua 




EUROZONE CORPORATE BONDS 


Bond yield canoe 

Per cart (July 6 1998) 



M 66 

Bed 

oar 

(Mbcn 

Si P 
ftteg 

EM 

price 

Bid 

fW 

Dai's 

dige 

rid 

m s Spread 
chge « 
yta Ecu 

Strecmtan Fmalbta 1 

Betotum (Kingdom oh 

*°03flM 

5.750 

m 

106590 

488 

-002 

-012 

+0.D5 

France (Rep off) 

04/08 

0250 

N/A 

103.610 

478 

-003 

-013 

-0D5 

toy iftefl of) 

05/08 

5000 

AA 

100620 

492 

-0 02 

-0.10 

+009 

Portugal (Bep oh 

06 m 

5 375 

AA- 

103 700 

490 

-0 02 

-U 13 

+007 

Em tata» 

Abbey Mrillra»Siv 

02/93 

4075 

AA 

101220 

4C7 

-0 01 

-014 

+010 

GenBecKCapCip 

1004 

5500 

AAA 

104 460 

4 66 

-0 08 

-ai9 

+013 

Best Komndnoik 

04/08 

5250 

AAA 

102.630 

*90 

-0 03 

-0 16 

+007 

Ded Loral de Fiance 

04.98 

5S0 

AA+ 

101 300 

508 

-0 03 

-014 

+005 

Ecu jamas 
Bayer Hypo S WthBk 

07/01 

5000 

A+ 

101.940 

400 

-0.12 

-Oil 

+005 

Cred Fencer France 

03/D4 

EJ75 

A 

115820 

509 

-0 04 

-019 

+0 56 

EmniBv* 

044M 

5250 

AM 

104 050 

4 43 

-0 03 

-0 17 

-010 

ABN Amro rang, w 

04/07 

6075 

AA- 

108090 

516 

-003 

-010 

+0 39 


1 3 5 7 10 15 

Yeani to maturity 

Stow Jwnow n&FT taanmaen 


GOVERNMENT BOND SPREADS vs ECU 


Source- bftracn* DaalT Henratin. Unkn ctasng. RrpXe brads e»ed in banena br Etna 
mereKpiu rad traptar Into one bg Euro raue 1/1/90 Euro Bsm on bated a the m eanacr. Ecu 
bonds are t™w to Eac rai caiwn to Bins 1/7/99 


EUROZONE CREDIT SPREADS vs ECU 


..OTHER INDICES 


• - : • 





wSF v ; 


V.’k 

1) J-te f • ’ 

. F "* . — ' a- -j. 



Jid Ja) Jd 

1938 

SkuanpHtai 


6 3 2 

»* 

Lira 

00 

lira 

DJ State 50 

352851 3511S2 3482.12 

351302 

257401 

3S082 

297042 

OJ Earn Sb-50 " 

351079 350045 347165 

SOM 

246601 

W03 

286502 

MSB Eaqe 

126968* 126031 1254.79 

126031 

96050 

12S031 

51078 


Bnda.RBtd 101658 +041 +420 237 83B 10Z436 

kteurnce 103293 +038 +342 129 7E6 104097 

Ue krancs 109839 +022 +238 1 42 216 110334 

oner Ffcmaal 1007.12 +0.66 +663 200 1323 102042 

Investment CoramuBS 107838 -121 -1119 233 2036 109654 

Pmnaly 85422 -038 -7 £9 122 1601 86992 

F*wrMntofBib»raa«a<toXtAn>tBrroa O FSE taanasiai bow I9H » ogms nauna. flSF ral 
tun 1 ue w p tra ti axb mtoi id me loaftn Stxi btrony m he Feaxd Itoes M n Med by FTSE 
■■■ ■i i i"i l merkairo fmnp ta teseamrauatd » Aobsk Sx t eeBtogt FIS Eacaaaicss 
at Br F15E ram a n te MUa Se ma OU g enaa btoUat 6 k e* * Bevae Pdgmo 

fbnld 


Sauna ExbMui at FT kdamnn -Sitaed to rauton neat dm. (H anerafabia 


836 102436 
7ES 104097 
316 110334 
1323 102042 
2066 109654 
1631 86992 


M V 

2yn 

5yn 

7 yre 

10 yn 

20 yn 

30 ym 

■w 

Austria 

-002 

•004 

+007 

+0 01 

-003 

+002 

BeigtaiB 

-4103 

+000 

+009 

+008 

+004 

+008 

Hnfend 

-009 

+005 

+012 

+0 05 

-029 

-048 

Foocb 

-013 

-0.10 

-006 

-004 

_n n* 

-005 

Sammy 

-0.14 

-0.11 

-002 

-0.12 

-004 

-007 

Intend 

♦073 

+0 02 

+008 

+013 

+010 

+023 

toy 

+028 

+019 

+019 

+016 

+0.16 

+0.17 

taamboarg 

_n m 

+000 

+009 

+006 

+004 

+008 

Netherlands 

-009 

-007 

-003 

-006 

-004 

-005 

Portugal 

+014 

+014 

+018 

+014 

+021 

+626 

Spain 

+004 

♦aoe 

+012 

+015 

+015 

+030 

TWTl- 

Denmark 

+0.19 

+013 

+0.15 

+007 

+001 

+015 

Greece 

+607 

+451 

+161 

+2.87 

+253 

+234 

Sweden 

+016 

+011 

+01S 

+007 

+009 

-0.10 

UK 

*2£T 

+172 

+U8 

+090 

+045 

+003 


Jul OB 

S & P 

Had 


Cunncy 


Spread 

Sprcut 


rating 

data 

CUvn 

code 

Spread 

ok ago 

mm ago 

KFW 

AAA 

01/09 

5000 

DEM 

+002 

+003 

+0.01 

France Tetaam 

M» 

11/06 

0230 

FRF 

+014 

+0.15 

+017 

htattu 

AA 

07/07 

* CPC 

DBA 

+017 

+0.19 

+017 

big Bank NV 

AA- 

01/08 

5500 

E0I> 

+019 

+016 

+0.19 

Bayer Hypo W ft 

AA- 

OCAB 

6.750 

m. 

+022 

+004 

+034 

Dad Foockr 

A 

ccm 

7250 

DEM 

+002 

+042 

+034 

Ttamson-Brandilnt 

A- 

03AM 

6075 

FRF 

+0.35 

+006 

+002 

Generaie das Ea« 

B8B+ 

03AM 

6251 

FRF 

♦031 

+028 

+028 

Banked China 

B88 

07/99 

7.13 

DEM 

+086 

+003 

+063 

NaHBkotHingiuy 

BBB- 

06/01 

9000 

ATS 

+068 

+070 

+085 

Korea Dw Bank 

8+ 

11/02 

5625 

FRF 

+505 

+5.02 

+4.44 


Sauer tancto* DteFT tafonredlon. Train raous yUd spreads m the Era cun* tor oron id a 
hmamy hbmuIW aeito to eraB rating bad de ao avratod ■ Euo "ur curencte 


Sontr totorocauu Om/Ft HanraduiL Table tatas cannon couwura aouseel imrfy teaaiy yield 
one tar am currency bh cwtoures ta Ue lubuui irately Era era* u autatt a »n«1 


FTSE EUROTOP 300 


ABN-AMRO 


idea Bbpinicra w 
(to) +er- tom tel 1M 


Wo owtaw w 
M tatoto M Hi 


PHa can Mira M 

i&to *«- to w am 


Ma Opetatcra w 

era +«- Ecoto) era w 





ALCOROUC BEVBIAGES 


Dsnaunns 


housbiou) goods & ramus 


851 

_+ 

89 

16 

44 

AdteiitaiHi 

MUZ 

01 

u 

81 

U 

Iritotewt 

ou< 

■24 

U 

till 

-5 

24 


07 

□rcBonp 

U2 

-1 

29 

05 

u 

CtaWtaM 

111*43 


55 

E0M 


2J> 


07 

BBS 

SZM 

+.1 

U 

01 

u 

Outsold S 

1555 

-1 

5» 

M71 

-1 

]U 

lit 

32 

total CO 

»JU 

• 

41 

. 

. 

HM 

ikia 

+J 

14 

K* 

+.1 

112 

U 

U 






IM 

aua 

+«* 

3U 

mot 

«u 

to0 

01 

1.7 







teJBSC 

1154 

« 1 

71 


DIUBRSnH) HDOSTRUUS 



«rroiiora£s 





Gem* 

1687 

-2 

55 

02 

13 

> . -+ 







UbovB 

5112 

-1 

60 

01 

21 


am 

amaa 

+187 

31 

- 

u 

ante A 

5247 

-2 

41 


22 

X - . 

pteton 

IL41 

-L0 

S3 

BJ 

u 

urate 

i.n 

- 

U 

S2 

U 

. , 

m 

430 

+.1 

IU 

HU 

L4 

■an 

SUJ 

+5 

174 

U 

u 

• • 

rmm* 

20858 

+M 

185 

01 

82 

■ME Pit 

3851 


U 

0] 

21 



tall 

O 

IU 

u 

U 

taMjMb 

■U1 

+.1 

3U 

u 

U 


itora-A 

90S 

- 

JU 

- 

• 

lateta 

m 


61 

32 

4.1 

1 • ■ ' 

CteA 

352 

+ + 

40 

01 

20 

Ml 

na? 

-J 

ZU 

05 

14 

*. • . a 

'VlifmB 

!U2 


09 

05 

17 

tod 

0154 

•LI 

314 

82 

LI 


71137 -65 26 

ISlb* -3 ^3 


BraMATWH ISafllOUlGY 


PWUDUCBITICAiS 

AS9A to<1 

HJtoafl mai 

GBn«tea S7J0 

RMteR 1S3929 

UMItnia 171B 

BtaatMu BUI 

RtelWB 9.IC7I 

EcbBtag TM.M 

annacM ujb 

tidin ma 

Trues 3972 


-3 2DC 18 11 

ti 111 11 u 

-I 1008 AS 21 
-U W60 01 13 
- 81 01 08 

■ 111 u u 

*®A BB8 - OS 
-3 BS 11 1.1 
-1 Ktt 1D£ 15 

-j u - na 

-2 367 15 15 


tahridt 

w 9m 


MMS -5 85 

0731 *2 SO 


BNKS RETAIL 



3U 

U 

ELECTRICITY 

0M 

+J 

U 

LI 

14 


EO 

17 

TO BteM 

SUI 

- 

Ml 

- 

11 

+.1 

114 

- 

L7 toSdiPw 

na 

+5 

U 

- 

- 

*J 

101 

01 

U Um 

2011 

+J 

IU 

45 

U 

4.1 

1L1 

U 

LI taM 

VM 

*4 

ni 

25 

21 

•2 

11*4 

201 

14 HM 

643 


95 

IS 

35 

+J 

u 

1.1 

14 Ptoltotar 

639 

-2 

HIS 

45 

81 

*.1 

IL7 

21 

65 Praato 

1273 

+ 1 

62 

05 

43 


M 

170 

■ SaXtowi 

136 

+3 

too 

W1 

*0 

•14 

3U 

L2 

LI SaOemS 

841 

- 

4.1 

11 

51 

+2 

IU 

14 

14 TncHM 

MU* 

-J 

Hi 

- 

1*4 


(SGnwHr 
Sf Crete an 

nmanBa* 


la a mea ns 

IHKiTId 

KsncpMiU 


vi towns 
Ssefiraoih 

L4Ml3ra 

5. Ftmna 

lTO« 


<5 - U 

85 U U 
273 LI 12 
34 8.1 U 

24 toJ U 
181 ■ LS 

TZ« 21 15 
174 85 14 

J3* 22 27 

147 81 14 

214 81 1.1 

144 U 22 

84 84 U 

»4 DE 1* 
147 HU U 

ao pi :« 
» u u 
X8 85 u 
18 ID 2* 
roe 2B so 
«S 25 u 
aa 15 28 
114 82 • 

»S *5 25 
7.1 U 08 
47 84 22 

!7.0 43 3B 

ae 18 28 

112 U - 
1U 85 14 
131 15 28 

114 15 8* 

8/ »» Z2 

205 82 15 

104 2T 31 
49 02 IU 

774 1« 


ELECTROHC & BECmCAL EQPT. 


UJ2 

*L 

134 

15 

17 

i aua 

■Mi 

136 

61 

16 

tSLM 

•14 

3L3 

U 

05 

2761 

+3 

E3B 

52 

07 

636 


02 

84 

u 

37J7 

-L2 

U 

02 

u 

4030 

+4 

4J 

01 

14 

24856 

+U 

U 

- 

U 

7L46 


azo 

07 

u 

1228 

+8 

u 

01 

u 

—ire 

-LI 

274 

12 

LI 

■731 

-4 

<U 

U 

14 

EU1 

■1*4 

3U 

U 

1*4 


ta 18758 

Ateraltol 1BB80 

Man 3031 

MF SLOB 

Baiou (bg (fit* 

CEUPLC 1723 

BpMntra 1B8SI 

Fattens 2CJE 

ERE 550 


bm na 

HbelSmM 3 SB 

Gorai HM 

5MSibH 2 2 PU8 

zmnran E27Q3 


MVBtlHBfT C0MPAHE5 

9Baut M» - 

cat uan -a 

U3SURE ft HOTELS 


LnnsnAwx 


-.1 K8 85 U 
+1 SI - 04 
+U 158 81 S3 

-5 84 83 U 

+415 52 - 3D 

-7 225 ZD 28 

41 1U - 85 
nl 111 82 U 

+* Cl U 88 
+ 1 4 fi 24 33 

+4 B75 81 L7 

41 U - 82 
+4 17 17 U 


aa 

1458 -1 

743 -I 


REJAOBTS, FOOD 


7141 -4 

*754 -U 

591 

129 -I 

ID* 


48 07 15 

TJ 21 38 
34 85 U 


95 45 22 
185 U 1.1 
224 - 85 

II It U 
84 - IU 

E5 15 45 
IU 15 32 
20.1 U 24 


Mi Grace* 3i? 

uCapcdB fan 

an 251 

HM 747 

Eased jo? 

— r — 6743 

an U5E 


BRBMBHE5, PUBS ft RESTAURANTS 

(Saa i+W -4 134 18 ■ 

Qf+M 484 -7 67 I. 08 

1770 -4 ?B 1J 1‘ 

eonl 54*7 -1 71 »■ »• 


BtRUHHG BATSttALS ft KBUSiAMTS 


*2 

11 

01 

14 

*1 

15 

- 

10 

-1 

57 

51 

55 

-2 

63 

*2 

13 


*1 

U 

91 

-2 

U 

- 

U 

.1 

60 

10 

15 

•1L7 

65 

• 

U 


67 

30 

23 

♦L7 

17 

- 

14 

+1 

184 

03 

05 

. 

12 

U 

14 

4,1 

17 

U 

25 

+ma 

U 

- 

14 

+5 

66 

02 

31 

• 2 

24 

ai 

Zfi 

+3 

24 

u 

25 

-2 

96 

12 

14 


•0 

05 

27 

-3 

33 

05 

it 

-4 

12 

02 

LZ 

+27 

01 

- 

LI 

. 

33 

U 

01 

-65 

HM 

- 

1.1 

+34 

74 

u 

14 


. 

150 

44 

IB 








70 

18 

05 

11 

RETAILERS, GBQAL 





+96 

a* 

62 

HO 

Sun 

1515 


135 

13 

20 






738 

-3 

32 

12 

25 

E 




CCS 

UK 

-2 

119 

13 

32 




Hi as 

ma 

-2 

110 

02 

05 





Kccfi* 

133 


99 

<« 

34 

-32 

45 


20 

uusfts 

424 


236 

33 

33 


tern re 

6620 

-3 

121 

u 






Pirns Ma 

H0D 

-0.1 

!U 


07 

+05 

95 

U 

LI 

SUPPORT SSWttS 








1.7 






05 



19 


AWo&i 

3S1 14 

• 1 




35 

69 

K*n 

1502 

• 3 

64 





to A 

ISOS 

■22 

13 


08 





RamB 

19«£S 

-3 

39 


05 





HMU 

fig 

-1 

190 

4i 

09 





1ST MO Ere 

KB 

- 

123 

LI 

- 

. 

4Z5 

u 

LO 

BQ 

636 

*5 

42 

13 

4 1 

+5 

U 

14 

07 








114 

H4 

13 








127 

25 

24 

THKOMMUHCAnOMS 






72 

24 











B7 

1732 

-2 

76.4 

185 

30 





Cite 4 W 

1194 

-2 

772 

4J 

16 





Hart ‘taTti 

3B46 

* 2 

162 

U 

2J 




17 

taotac 

6223 

+4 

IU 

04 

U 





10£B 

-1 

U5 

25 

- 



* 


ttetaiiiM 

5033 

+J 

12 

- 

17 





tWKIKra 

nra 

«J 

MS 

- 

24 





Wsiramai 

53© 

•15 

101 

01 

26 

-1 





73a 

*2 

46J 

tu 

U 

+.1 




isa 

547 

+5 

«U 

03 

02 






4451 

+4 

456 

u 

14 

-2 




nxao 

1236 

-2 

361 

63 

65 


'How many European stocks 
does a portfolio need to track 
the pan-European universe?" 


an - ts at u 

045 SB 29 34 

989 -< KO S3 25 TT 

1367 •« bfi 12 26 

629 - 45 16 E5 £S 

13843 +45 U 83 IB Si 


06, EKPLDRATXM ft PRODUCTION 


S£0 

5fl +1 
7ffl -J 
1.14749 -127 


301 17 45 

35 18 SB 

31 II II 


<4 as 18 
15 25 14 


06.WTHHATH) 


5 in 

- 1 

10 

14 

|1 

extractive wusmB 




IU* 

terl 

61 


LI 

ws» 

208 

*1 

*3 

05 


5* 


10 

on 

il 


1061 

• 2 

114 

*2 

45 

•MS 

+J 

u 

- 

LB 







I.VB 

.'30 

B.1 


10 







mu 

1564 

- 1 

101 

41 

01 

01 

1J 

i: 

POOOPKUUCStS 





17242 

+1J 

ni 

01 

07 

u 

40 

A B Foote 

607 


61 

05 

21 

551 


■■ 



CteHyStei 

140 

-1 

140 

30 

15 






Dmbc* 

64 99 

• 13 

35 

01 

12 







SMI 

•44 

M2 

01 

LI 






SmteffC 

ZOO 

-J 

54 

U 

U 






teste R 

2011 15 

♦27* 

105 

01 

10 

'ta* 

- 1 

19 

01 
n 1 

13 

onto A 

715? 

-1 

42 

02 

12 


1344 -1 701 125 3.1 

1597 +2 14 03 3t 

OB - 02 124 24 

4142 -4 4.7 03 22 

mu -14 u ii u 

38817 41 U - 12 

BH +.1 107 05 U 

RUB • HU 34 27 

147 - 843 277 34 

0228 <1 11 It II 

138a -4 214 83 15 


KI 

+2 

61 

U 

U 

901 


W4 

13 

26 

753336 

•1032 

45 


01 

IC 83729 

+31 

4.1 


01 

au* 

+2 

U 

U 

L5 

1196 

-1 

69 

10 

4.1 

2258 

—1 

1L1 

15 

21 

a i» 

•3 

93 

05 

09 

um 

-1 

35 

02 

67 

1530 

-3 

67 

05 

42 

1609 

-i 

61 

12 

*5 

1323 

-2 

72 

09 

50 


OTHER RNANCUU. 


the euro 


• BK 1458 

\a*ar 

•jhitoreOi IM9D 


BOH .14 05 81 14 

«OM ■ IU U 13 

aua u 5i u u 

1251 S3 14 *• 

«» +3 J55 OT M 

iisaa -8 «b : 
4811 -J S53 83 15 

14 »7 -1 107 12 13 

7754 +U U 81 15 

WUI *87 73 • « 


mu 

r 4T ~ — KUO 

im, UL4S 


GASDBTRBUTTOH 


6 44 -1 

1SI 

7147 +5 


34 U 34 
414 14 14 

341 *3 15 


21.4 88 28 

89 105 - 

181 81 84 


iroW'B* •• — 
fc.:;kir<;-r«. *- 


CONSTWICnCM ISALTNCARE 

52T* ’21? 1 “ ” “ 


oraesra 

a a* 

• 1 

63 

16 

11 

Of 5*41 

131 

•LI 

41 

61 

LB 


M65I 

+u 

U 

- 

U 

as 

1640 

+2 

62 

14 

23 

tons 

1*JB 

-1 

U 

Of 


*. +•+•*. 

zta 

-1 

70 

01 

12 

PAPS PACXASDB ft P8BIW6 



MssaMi 

170351 

*77 

74 


- 

Aaetoote 

£14 

-J 

31 

Cl 

2* 

BE 

56*41 

n4 

22 

01 

14 

SXA 

374 


74 


25 

SCAB 

335 

. 

12 

02 

21 

Stoal 

M26 

*7 

46 

03 

SO 


rad BSPIM By ExM. tort id FT tote- 


You'll get more insights from ABN AMRO. 


iL'“sfen ; +- 







32 


INTERNATIONAL CAPITAL MARKETS 


‘Safe-haven’ buying boosts prices 


GOV^MBfT BONDS 

By Jeremy Grant in London 
and William Lewis in Now York 


Prices surged yesterday on 
fresh doubts over Japan's 
commitment to financial 
reform, a weaker yen and an 
unimpressive performance 
by European equities. 

Markets saw a surge or 
"safe-haven" buying after 
weekend remarks at the 
weekend by Ryutaro Hashi- 
moto, Japanese prime minis- 
ter. in which he appeared to 
soften his line on permanent 
tax cuts. 

Stocks in Japan and Hong 
Kong drifted lower, with 
European indices following 
suit until late in the trading 
day when they were lifted by 
a robust start on Wall Street. 

Records were broken in 
Germany, France and Italy 
where some bond futures 
contracts hit highs, although 
volume in core markets was 
modest 

German bunds were also 
encouraged by manufactur- 


ing data showing a slight 
slowdown in activity. This 
provided further support for 
the argument in favour of 
delaying 3 rise in German 
interest rates. 

Italian bond futures were 
boosted by expectations that 
the Bank of Italy might soon 
cut interest rates. 

Analysts said they saw 
yields an core bond markets 
grinding lower. 

"There’s nothing very 
obvious In the US and Ger- 
many that's going to stand 
in the way of a further fall in 
yields. It’s not so much that 
there are a lot of new rea- 
sons to buy the market It’s 
just that there’s nothing 
there to halt the trend.” said 
Kit Juckes. head of bond and 
currency strategy at Nat- 
West. 

Norway bucked the inter- 
est rate trend yesterday, 
with the centra] bank rais- 
ing rates by 50 basis points 
in response to weakness in 
the krone and an overheat- 
ing economy. 

US TREASURIES posted 


slight gains in light trading 
following the Independence 
Day holiday weekend, with 
Mr Hashimoto’s comments 
in Tokyo already fully priced 
in by mid-moming. 

At noon, the benchmark 
30-year bond had gained & to 
1073, yielding 5578 per cent 
The two-year note rose £ to 
99g, yielding 5.425 per cent 
while the 10-year note 
gained £ to 101% yielding 

5593 per cent 

Analysts said Treasuries 
were primarily taking their 
cue from foreign exchange 
markets, which have been 
focusing on the Japanese 
hflitlHn g reforms. 

“At this point, with very 
little [domestic] data, it just 
looks like a summer day on 
the bond market," said Larry 
Dyer, government bond 
strategist at Credit Suisse 
First Boston. 

Car sales data showing 
unexpected strength sparked 
a short-lived sell-off but 
failed to dent underlying 
sentiment The data pushed 
the seasonally adjusted 


vehicle sates rate close to a 
record 7.4m units per year. 

"Everyone has to adjust 
upwards their retail sales 
forecasts on the back of this 
number, as it suggests con- 
sumer demand remains 
strong,” said one analyst. 

Data released by the 
National Association of Pur- 
chasing Managers left Trea- 
suries largely untroubled. 

GERMAN BUNDS retained 
their strength towards the 
close but traded in narrow 
ranges. 

The economics ministry 
said industrial orders slipped 
on weaker export demand, 
with incoming orders down 
by a seasonally adjusted 0-3 
per cent In May from the 
previous month, when they 
gained by 0.7 per cent 

The September 10-year 
bund futures contract hit a 
record high of 10957 and set- 
tled up 0.20 points at 10853. 

Thomas Knabel, at BHF 
Rank in Frankfurt, said the 
short end of the yield curve 
saw the strongest perfor- 
mance, with the conviction 


growing that there win be no 
interest rate rise this year. 

“Now it’s all fairly well 
priced in. it will be fairly 
hard to do anything more at 
the short and," he said. 

UK GILTS closed higher 
on news that manufacturing 
bad taken a farther bruising 
inMay, painting to a third 
consecutive quarter of indus- 
trial recession. 

Gilts and interest rate 
fixtures rose on perceptions 
that the Bank of England 
would leave rates unchanged 
on Thursday. 

However, the market 
remains nervous that a rise 
in rates Is still on the cards, 
given the strength In some 
sectors of the consumer 
economy. 

The September Id-year gilt 
future settled up 051 points 
at 109.11 in volume of 38,000 
contracts traded. 

In the cash market, the 
spread between the bench- 
mark gilt and bond con- 
tracts narrowed by two basis 
points from Friday's close to ; 
118 points. 


Saint-Gobain 
raises DM590m 


New international bond issues 


INTT^pf^BONDS 

By Edward Luce 

Saint-Gobain. the French 
glass maker and diversified 
company, gave the markets 
a rare opportunity to look 
at a European corporate 
yesterday, with a DM590m 
offering. 

The 10-year bond, fungible 
with a FFr2bn bond 
launched last month, was 
Salnt-Gobain's first offering 
in a European currency 
other than French francs. It 
had previously issued just 
one international bond, 
denominated in US dollars. 

The offering, led by Deut- 


sche Bank and Dresdner 
Kieinwort Benson, was 
priced to yield 43 basis 
points over the 10-year bund 
- slightly wider than the 
launch spread on the French 
franc issue last month. An 
official said proceeds would 
refinance Salnt-Gobain's 
acquisition of Poliet, the con- 
sumer materials group. 

The offering was also 
described as an exercise in 
building a European Inves- 
tor base before monetary 
union. “There aren’t many 
European companies doing 
this yet, but a large number 
are talking about it." said 
the officiaL 
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caught the eye of Italian 
retail investors yesterday 
with a 10 per cent coupon on 
its L300bn offering. The cou- 
pon will step down to 6 per 
cent between years two and 
five. The 15-year bond - a 
“fixed reverse floater" - is 
callable after five and 10 


years. If it is not called after 
five years. It will switch Into 
a floating-rate structure. 

ST GEORGE BANK, the 
Australian bank, issued a 
floating-rate bond denomi- 
nated in euros. Warburg Dil- 
lon Read, joint lead with SG. 
formerly Socifite Generate, 


s aid that, “in common with 
many others", the bank was 
hnping to establish an insti- 
tutional investor base in 
euros before Emu. 

The province of BUENOS 
AIRES also tapped the 
future single currency with 
a ElOOm offering. 


over CME 
link with 
CBOT 

By NBcfcf Ttft fa Chfcaga _ 

Fat Arbor, ehaimyin of the 
Chicago Board iff Trade, the 
largest futures market, 
warned yesterday that plans 
by the rival CSiicago Mercan- 
tile Exchange to give its 
members access to the . US 
Treasury cash market via 
the electronic trading sys- 
tem run by Cantor Fitzger- 
ald, the US broker-dealer, 
had cast a cloud over plans 
by the two futures 
exchanges to merge their 
clearing systems. 

Mr Arbor said a special 
board meeting would be held 
tomorrow to consider “com- 
mon clearing”. The CME 
announcement "makes it 
more difficult”, though he 
remained committed to the 
scheme. 

The exchanges agreed in 
principle to pool their clear- 
ing systems In March, under 
pressure from members to 
find a way to cut costs. 

The ftmfE deal, announced i 
last week, is sensitive 
because of the CBOTs bat- 
tles with Cantor Fltegorald. 
The broker-dealer has 
teamed np with the New 
York Board of Trade (for- 
merly the New York Cotton 
Exchange) to devise an elec- 
tronic-based trading system 
for US Treasury futures 
which could compete with 
CBOT's existing bond 
futures business. 

Cantor is also t4mnnng in g 
plans by the CBOT and Pre- 
bon Yamane to use software 
supplied by Market Data 
Corporation, which was 
spun off from Cantor’s own 
computer programming 
department, to launch an 
electronic system for cash 
trading of US Treasuries. 

Also yesterday, the CBOT 
reported trading volume of 
25.8m contract s in June, up 
35 3 per cent year-on-year. 
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High-yield 
issuance in 
Europe jumps 



By Stoon Davies, 

Capital Martcefe Mur 

The European junk bond 
market exploded into life in 
the first half of this year, 
with $4J2bn raised from 
European currency issues 
compared with 5314m in the 
camp period last year. Bank- 
ers estimate that there is at 

Tract another $2hn of deals 
in the pipeline. 

However, the recent vola- 
tility in global finarirfai mar- 
kets has taken its toll, with 
prices of new issues being 
farced down and banks hav- 
ing to pull a number of 
deals, most recently Polish 
rahie company Bresnan. 

Junk bonds have been 
expected to emerge as one of 
the financial mar ket's main 
growth areas following the 
launch of toe euro. 

These are bonds with non- 
investment grade credit rat- 
ings - below BBB- for Stan- 
dard & Poor's and Baa3 far 
Moody’s - and pay higher 
coupons to reflect the risk. 

European fund managers 
have started to buy riskier 
credits to boost portfolio 
returns, following the fall in 
government bond yields. 

Moreover, high-yield bonds 
are becoming a standard 
option for acquisition 
finanftn, funding such deals 
as the acquisition of William 
Hill and the HMV and 
Waterstoue's retail chains. 

However, bankers estimate 
that yield spreads on high- 
yield bond issues - the 
spread between junk bond 
yields and those of a risk- 
free benchmark - have 
increased by between 50 and 
100 basis points in the past 
two months. 

Richard Atterbury, manag- 
ing director of acquisition 


and leveraged finance at 
Credit Suisse First Boston, 
said: There are good under- 
lying fundamentals as to 
why thic market will grow 
Bnd grow. But both in the 
US and Europe, there is 
some turbulence, and inves- 
tors are being more selective 
at the moment” 

Europe is only slowly 
buflding up a new breed of 
investor that can assess 

credit risk and is prepared to 

back these deals. 

A number of European 
issuers, such as HMV Media, 
have, therefore, been forced 
to switch part of a European 
curre ncy denominated bond 
issue Into dollars, so as to 
target the mare established 
high-yield investor base In 
the US. Others, such as 
Atlantic Telecom ami Bres- 
nan, have been withdrawn 
altogether. 

Gary Jenkins, high-yield 
analyst at Barclays Capital, 
said: "It’s the birth of a new 
market, and it will take a 
while before there are con- 
sistent buyers for the level 
of issuance that could come 
to the market” j 

Investment bankers are 

making a concerted attempt 
to nurture toe market and 
ensure that there are no cor- 
porate casualties to bring it 
down In Its infancy, as with 
the defunct Swiss junk bond 
market of the early 1990s. 

There is a lot at stake. The 
largest European buy-out of 
toe year, toe KNP packaging 
business now renamed 
Kappa Is due to be refin- 
anced by toe largest ever 
European junk bond. 

Other high-profile issuers 
due to appear include 
French spirits group Rfemy 
Cointreau and UK cellular 
phone company Orange. 
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MARKETS REPORT 

By Daniel Dombey 

The clouds gathering above 
Lhe British economy cast a 
pall over the pound yester- 
day, but the market was left 
in two minds about whether 
the currency would continue 
its slide. 

Survey data published in 
Sunday newspapers 
increased concerns about an 
economic downturn and 
helped drag the pound down 
to DM2.977 by the end of 
trading in London. Indus- 
trial production and manu- 
facturing output figures 
which fell short of already 
bleak expectations gave the 
currency an additional push. 

“It s a recession story and 
that hurts sterling," said 
Nell MacKinnon, an Indepen- 
dent hedge fund adviser. 
“There is a contest between 
the bad economic news and 
the pound's interest rate 
support." 

The pound has now lost 


four and a half pfennigs in 
two trading days. The mar- 
ket's attention is likely to 
become increasingly con- 
sumed by Thursday's meet- 
ing of the Bank of England’s 
monetary policy committee. 

“If. as I expect we do not 
get a rate rise, the markets 
may decide thin is the end of 
the interest rate cycle and 
the pound could go below 
DM2.95 again.” said Philip 
Shaw at Investec. 

“But although the slow- 
down in the market Is pretty 
broadly based, the markets 
are still pretty nervous 
about rate rises." 

■ For several weeks, the 
pound has been underpinned 
by the expectation that the 
UK's already high interest 
rates would be increased at 
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least once more this year. 

The short sterling market 
still Indicates a generalised 
belief in an interest rate rise. 
But the outlook has been 
complicated by increasing 
signs of economic problems. 

As a result confidence that 
rates will be increased is fad- 
ing. Mr Shaw said that the 
decisive meeting of the MPC 
may come in August, when 
the committee studies data 
for the Bank’s inflation 
report - data which should 
reveal the full range of price 
pressures. 

Brian Kiely, a technical 
analyst at the Royal Bank of 
Scotland, said the pound’s 
current slide could prove 
particularly important "We 
think that long term sterling 
will move to DM2.80; that 
movement has begun." 

However, the pound’B 
strength has confounded the 
markets for much of the 
year so far, UK repo rates of 
7.5 per cent still dwarf rates 
in France and Germany, 
which are currently at 3.3 


Dollar . 

AQatattteD-iMc(BMlKr$) 



1 75 1 , , , r, , , 

Jan . ‘ 1988 Jut ' 
amOMMO 

per cent and not expected to 
rise markedly, if at alL over 
the next few months; 

■ The yen weakened in 
early trading in Tokyo as 
Ryu taro Hashimoto, the Jap- 
anese prime minister, made 
clear that he had not meant 
to hint at permanent tax 
cuts in statements last week. 

Following the lead of the 
US treasury, the market sees 


such cuts as a means of 
Stimulating Japan's reces- 
sion-struck economy. 

The yen had strengthened 
a little after Mr Hashimato's 
original, ambiguous com- 
ments, and its weakening 
yesterday was not unex- 
pected. The currency ended 
European trading hours at 
Y140 against the dollar, com- 
pared with Y139.4 on Friday. 

“The yen is partly being 
held back by concern about 
more intervention," said 
Tony Norfleld at ABN- Amro. 
“But ironically, it's a very 
bad time for intervention. 
The policy background is not 
convincing enough and the 
market isn't so heavy dollar 
that it would really get 
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■ The South African rand 
had another dreadful day 
yesterday, on the back of the 
announcement that a stal- 
wart of the African National 
Congress would head the 
country's nominally Inde- 
pendent central bank next 
year. A half point hike in the 
repo rate was unable to stop 
the currency's slide to a new 
all-time low during the 
South African trading day. 

But the rand was partially 
rescued by the hedge- fund 
dominated London trading 
that has most punished it in 
recent days. 

Analysts said that the cur- 
rency had been oversold. But 
they cautioned that it would 
remain weak without liber- 
alising policy initiatives in 
the near future. 

Norway's central bank 
increased its overnight lend- 
ing rate to 7 per cent from 
fL5 per cent. Its fourth rate i 
rise in the year so far. j 
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97.660 


97960 

97.610 

3418 

26883 

Jm 

97580 

97.570 

- 

97J580 

97920 

1965 

173 73 

■ TIBS Ham EUROYEN FUTURES (UFFE) VI 00a ports oi 100% 




Open 

Srt price 

Change 

Hgh 

LOW 

Eft toll 

Open Ha 

Sep 

- 

9920 

. 

. 

- 

0 

n'j 

Dec 

- 

99 28 

*093 

- 


0 

«va 

Mar 


0125 

+093 

- 

- 

0 

ib’a 

- IFF kton* ate rakd an AFT 






■ TBS MONTH EBBO FUTURES flJTQ Ecutm paUs 0< 100% 




□pen 

Sett price 

Change 

ttgh 

Uw 

EsL vo> 

Open Ini 

Sep 

95950 

95865 

*9935 

95.875 

91850 

IS 

15675 

Dec 

96990 

96.105 

*9925 

96.110 

96 090 

an 

7274 

Mar 

96960 

96.060 

+9930 

96060 

96.060 

160 

4780 

Jun 

- 

95J50 

*9.030 

- 

- 

0 

1630 


■ EUR0URA 0PTOB (UFFE) L1000n mbs lit 100% 


State 

Price 

Sep 

- CALLS - 
Dec 

War 

Sep 

— PUTS 
Dec 

05625 

0090 



0.145 


95758 

0050 

0340 

0.350 

0230 

0030 

9687S 

0025 



0336 



EM. ML WM. Cato ino tons 1S0Q. FIMOB 4rfr open at. CMs 10383 Pm UE755 


0RCSS' RATES' 'AND DERIVATIVES 


EXCHANGE CROSS RATES 




M 

8 

BFr 

DKr 

Fft 

DM 

K 

L 

R 

HKr 

B 

Pta 

SXr 

Sfr 

E 

CS 

S 

7 

Em 



Belgium 

(BFi) 

100 

IB 47 

1626 

4.848 

1325 

4778 

1466 

2052 

4963 

4119 

21.61 

4580 

1.629 

1946 

2682 

3753 

2451 



Denmark 

<0W) 

5413 

10 

8798 

1624 

1942 

2565 

2959 

11.16 

2686 

at 

1159 

9m 

0581 

2136 

1.452 

2011 

1327 



France 

«FFr) 

6132 

1137 

10 

2.883 

1.184 

2838 

3363 

1258 

3053 

2533 

1339 

2510 

1002 

24Z7 

1550 

2309 

1506 



Genruny 

(Oil) 

20.63 

1810 

3353 

1 

0337 

B85.1 

1.127 

4252 

1024 

6459 

4456 

0541 

0336 

0514 

0553 

77.41 

0506 



taetind 

m 

5154 

9.595 

8 442 

2516 

1 

2481 

2.830 

10.71 

257.7 

2118 

1132 

2119 

0546 

2049 

1393 

1949 

1373 


. ,7 

triy 

(U 

2-094 

0.387 

0340 

0102 

0.040 

100 

0.114 

0.432 

1039 

8.617 

0.452 

0985 

0534 

0083 

0556 

7557 

0551 



NeflKrtnts 

m) 

1830 

3 380 

2374 

0387 

0352 

8733 

1 

1772 

90.79 

7530 

3953 

0J46 

0398 

0.722 

0491 

6856 

0.448 



Money 

(NKri 

48JD 

89G1 

7384 

2352 

0334 

2317 

2551 

10 

240.7 

1995 

10.48 

1979 

0.790 

1914 

1301 

1620 

1.188 



Portugal 

l&) 

20.15 

1723 

3276 

0377 

0388 

9625 

1.101 

4155 

100 

8294 

4354 

0922 

0528 

0795 

0540 

7553 

0494 



Spam 

(pc# 

24 30 

4.489 

3 950 

1.178 

0.468 

1161 

1328 

5910 

1205 

100 

5350 

0991 

0398 

0959 

0.652 

91.19 

0596 



Sweden 

(Shfl 

4628 

B551 

7523 

2244 

0831 

2211 

2530 

9543 

229.7 

1905 

10 

158a 

0.754 

1526 

1341 

1717 

1.134 



SwRzMland 

(SFrt 

24.51 

4 528 

1964 

1.188 

0.472 

1171 

1340 

5954 

121.6 

100.9 

5396 

1 

0399 

0967 

0557 

9199 

0.601 



UK 

If) 

61.41 

1134 

9381 

2377 

1.182 

2933 

1356 

1258 

304.7 

2527 

1337 

2505 

1 

2423 

1547 

2305 

1505 



Canada 

CCS) 

25.34 

4682 

4.120 

1229 

0.488 

1211 

1385 

5.228 

1255 

1043 

5476 

1534 

0413 

1 

0580 

95.12 

0521 


- 

USA 

IS) 

37 sa 

6.889 

6062 

1508 

0.718 

1781 

2038 

7.889 

185.1 

1535 

8557 

1521 

0507 

1.471 

1 

1400 

0914 



JRnn 

tai 

in 

26 65 

40.B0 

4 823 
7 538 

4331 

6632 

1292 

1978 

0513 

0.788 

1273 

1949 

1.456 

2230 

54M 

8412 

132 2 

ftlpji 

109.7 

1673 

5757 

6515 

1587 

1565 

0434 

0564 

1351 

1510 

0.715 

1594 

100 

1511 

mss 

1 


*=A ■**■'4*' 

IS. *pr 


DjkJi mw mod fimt tanovToa nor. aro facta* ww pet ID. fegta Aac. r» Eswta Itaa H I 
■ D-MARK RTIUMS (IMW DM 125900 per DU 


■ JAfNKEE 7BI RfTDBB (MfcD Yen 125n per Yen 100 



Open 

Latest 

Change 

Wqh 

lm 

Eft ml 

Open M. 


Open 

la ka 

Qanp 

m 

Un* 

Eft ml 

(ben tat 

Sep 

0 5516 

05549 

+00034 

0.5558 

05515 

24.B5B 

101601 

Sep 

0 7TB5 

07198 

♦00053 

07310 

07164 

32974 

110327 

DOC 

05577 

05577 

*0 0034 

05577 

05577 

73 

567 

Dec 

07283 

07290 

*00052 

07290 

0.7283 

64 

1.409 

Mar 


0 5568 

- 

- 

- 

82 

70 

Iter 

- 

07333 

- 

- 

- 

2 

1.715 

■ SMRSS RWIC Rmmcs IIMM) SFr 12S500 pv SFi 




■ STRUNG RITOGS (MS) EKL5D0 per E 





Srp 

05561 

00608 

♦00053 

066 18 

0*61 

109(6 

S9437 

Sep 

1.65W 

7-6374 

-O 0130 

1A540 

74300 

7907 

47 JO 

DOC 

U.l«64 

06664 

+0.0036 

06664 

06661 

139 

292 

Dec 

1.6290 

16290 

-06126 

1.6290 

1.6270 

267 

51B 

tar 


0 0715 

*0.0030 

06715 

- 

5 

5 

Mar 

~ 

1.6200 

-OD132 

- 

19200 

3 

3 


UKINTSiESTMTES . 


LONDON MONEY RATES 


EMS EUROPEAN CURRBICY UNIT RATES 


btottank STrinp 
Suing CDs 
Trassan Ms 
fox* BAs 

Local aritaarife Heps 
ftscjHM ISriri dfJB 


Over- T aiys One Three 

wfltu rattce inontt motolis 

P. -6 71 - 7 7 %- 7 'i TS-T’a 

TS ■ 75 7 % - 7 J 

7 h - 7 i 7 H - 7 i 

7*7 - 1* W-7g 

'• - 5 i^i - ?£ • 7 * - 7 i 

re - t: - 7 fc 


Sh Ota 

moiiflis year 

7 |- 7 J 8 - 71 * 

7% - 71 7ft - 7 Y, 

Ti ■ 7J ‘ ■ 

72-7i 7J-7I 


1-3 


6-9 

9-12 

raodti 

mMs 

marts 

nanAs 

65 

65 

63S 

635 

aneasaan 




CetK rt Tax Petx (rtOn.OTO) 4 65 65 

ixtseitaiw mw tuattn a »» gai 2pt 

to iwfci OH M WM 0" ■» « 7 X*SK ^ tog RMto 

I'M 5*1 to period -to 74 l«B «» 4*B S *994 Stt PM bm 

3p. W MJ#| » 1<m St>MWilVXV7741i* Fata* MW Btai IS» BK tal 

■ THREE MOUTH STBriJK FPTWBg (UTB K00.000 pata* K 100% 


Jri 8 

Ecu cea 
rate 

flno 

HQpfePgf EDI 

Cftany 
m toy 

%+/-tian 
cea ate 

% spread 
v arerirest 

Greece 

357000 

330.458 

-1 

-743 

797 

ketand 

0796344 

07 S 4417 

-0000742 

- 1.49 

1.45 

tadg 

1957 61 

194018 

- 1.74 

-058 

053 

S)rtn 

168320 

167928 

-0151 

-035 

030 

Pnagel 

202692 

202098 

-0315 

-029 

024 

Deanuilc 

754257 

752733 

-00054 

-Q 3 D 

015 

France 

063186 

6.82148 

-OOOS 93 

-016 

0.10 

Mart 

69(125 

S. 0 CS 5 S 

-CJXH 87 

-OT 3 

097 

Audria 

139119 

139968 

-09134 

-Oil 

096 

Brighm 

407844 

407371 

-00355 

-012 

006 

gwny . 

1 97738 

1 5752 S 

-000164 

- 0.11 

005 

IWtoilnh 

232799 

232677 

-090199 

-005 

000 

MON ERM MEMBERS 





BK 

OG 53644 

0663337 

*0003946 

148 

-152 


i MMs tab -An 30. 
kb am Expert* nay 
■ Adi 1994 


Ea mnto am M B *t Eurocrat Omn Cnee m O dscsttq axm ttwgEL tonav asqa m 
to Eat * pke Mwige domna * at caasrltaBBo Ms » rata toaceo to sat »■ mto 
■an tnran n w «*iei«l Eca m ma u * eaax*. sn 8 a amtmaa sensed txnzsaw 
dMM d B* oramrs nsw ob ton to Es osBd dm 17 SS 2 SHsg nsPBitad to BRH iGfltt Dotata 
toM BU 4 fed Mm if a*. Ode moi nrai teste HtoaeB DtaasatJ Dr a* Ftaata tub 



Sen entx 

Change 

Ugh 

Low 

Eft id 

Open ML 

9? 110 

fClID 

+0 020 

92.110 

92100 

T2S24 

170781 

SC.Ito) 

R? '60 

*0930 

62170 

92140 

15392 

1B4948 

5C370 

92-130 

+0040 

92330 

92310 

10856 

132652 

02 520 

92550 

*0040 

92560 

re* bpo 

7534 

127606 

92 740 

93 750 

+0.040 

92760 

92730 

2999 

M«W 


mx> ui an. to Open w-"* Lm « h» v**>* b 

■ short sraamfi opthws anro tsoo.ooo pahte a ioo% 

S? D* Mta Sep Dec 

0170 ars Jj| 0^60 

irrm DOW 9J3 ™ 

UdteiA I 3 SU fta snu rtui «w * 4 ‘» 2K “ 8T 


■ PWLADSJWA SE tVS DPTlOaS £31750 (tens per pocafl 

State — — — — CALLS — — — — 

Ptto; JM teg Sep Jd 

1980 0.45 176 1.70 091 

1678 618 089 192 1-63 

1988 008 DSD 190 

natos don wt. Cm* m ns m Pa» cast na Ads an 

■ nflUUELPWA SE D4IABKS OrtlSMS DK2900 S per DU) 


POTS — 

tag Sep 

2.03 268 

261 


JU 

CALLS 

tag 

Sep 

JU) 

FDR — 
Aq> 

Sep 

024 

063 

067 

028 

057 

073 

nrw 

0.41 

063 

059 

085 

160 

005 

026 

045 

1A3 

120 

1 33 


nsa 099 041 093 099 

6988 005 026 045 193 

Ftotos dtf* wl. Ckto ni pub mO . Pan. arft tpco M. CM nft Rs» no 


■ THE WHIR E 8 WmmiAH MOD Sin pokte 0) 100 % 


NOTICE OF A MEETING OF THE HOLDERS OF E\CH ISSLTE OF NOTES 
NOTEHOLDERS) LISTED BELOW 


NOTICE. IS IIEHEBl OI\TN tto ■ WMmf nf >V St4d*n. of ( il» Zumt) U W. 

Grind brim rifer.Wnlofthr iMrrlninl brio* l(hr tour) nml hoard b> lb- trail dml E«rd 
hrfcm (ibr Tnai Ornf) d ke brld id ibr um >n on brio* ll.mJm limrj on "Teih loS) 11*14 
tr ifcr olbn of Mnrpnn thiamin Tm<* l mnpam uf V* Ini PO Bo. 1|>1. bO V atm 
EmtaoLara, L»»lui Hr*' OTP for ihr |nrpov oj ron»kmic and if ibcnqihi In. paMqplhr 
In* ■ ill). Eimtoi fonahiTm. 

EXTRAUROCVAHV HESOLLTHJV 

1HVT I hr hufchn <W ihr Vim af ihr h*oer. rnMumrd bn ihr Trtw Drrd ml nnlr Urwrrn 
ihr Uvarr and *kr|m ItorMI* Tim (toipaa* uf Vn Vcrk (ihr Cmlo+p TSunfnri. hen+n 
mW fatanw n y ihr mtnpirnoo rf ihr -«k In ibr Lilvkr; Tnturr nf n« OohnJ Tnr ad 
Smicr* bunair— m O il mi. VL_ u> nf^uonr ihr npiwaanan luiimp Trwm 
Lampiun UnWtnl » row of ihr iimi maiamrYl hr ihr Trvur Onri In plnrr of ihr Enniof 
Tnrurr ad Rrrrbn uihnr and! itori mrh id ihr hor r wd ihr FxMinp Tradrr mrirrmr 
pr fan raf ». wnw in nf Huh «h«4 iwiiiiriui mad -rt» m urn hr ronvJrj rtt hr niu hr 
imai r* riptnUin tror lo rrl r mnl ic. ibr nii|4innillMro> id ihi mnduriim 
Larh Vt*IBt n umii iiu J bi dhr iaiuinJlTrwir 

Thr qaaram irq a nl Mr rod. llrr+to Brv l to an ahnornrtf uck mmtap *. in atm m 
porndf^ih Vofl imc ami (ton Wa 

fn mnnhn* vkb in numnl pjranirr ihr liMiflf Trunrr ei|uri-r on apnna nai ih* orn. 
<d ihr |uiy .«u1 nmmpmrni.-. 

BACKONN.'ND 

In rrhiion In roch 1— ur id Vomburd hrin. ihr EnMnip Tram* tor pvru unmoibr hmri 
afihni h-or nftt. aomilon inr-u^p n> Inna- niKhr ihr Tnrd Ord rmaraim: iton k-*r. TTr 
I 'i rrr mi nj^uunl n or» inr+rr »hh llr pitcr oppnvnl hr E.>lfMHi1in*n Brudnlan of lln- 
holdrr. uf ikai Imc of ihr Nutck 

VOT1NC AND VLOKL^V 

1. la rriuna |u rndi Mm ran rommrd h» ihh Vmor 

(0 ■ Voidnltto »*Jmj; lo anrod Old in*r u Ihr *lrrfBf a |>cTroa mm l^r’-ftocr 01 ibr 
itoiai rnbrr hi V*r(»l- s nrini u*nr rmiTiroir or rilil may rrrtrfinar- rod hr ■ 
Pniof i+m ictodiT la ihr Vnr|.l to ir^mr\ of nhich hr -r»hr- u van 
(SI • VnrhjUer an n-hholf; K. nnnvi and nor ai ibr Unrinf to lor-m mn rhhrr <Mnrr hr- 
Vnr|r) nr voiofi anlhiid.] ki ihr pawn aha to- nhbra hi anend un tor latoll nr oar a 


vaad; ■raruaimi <ua a mine Irnmniun tomdmonabk (nan ihr ^-*ifn-lidTii>--i .4 iln- 
irtonn Itovin* Vpna(>l frrtfird brhiK I mnronmfin Irtoima Pa. op l-m -|mfnl l«4m 
in ran 1 ** * pmoj «> allrad and **Mr ai ihr Mmo? “ ocrunhurr null hr nwrnnrvr 
(ill) VaHrlnav hr Jrjar-Urd mall ihr Una- lu-mp -Ift tour- lirfiHT ilr- lanr fiir.l hn-hidduir ilr 
Vhruap (ur. if Ojiphcaldc. in. a(ininunnn nf .nrh Mrrnnp. I«n IM 1 1 or— fire -ilh am 
Pa.iop Atarnl or (lo ihr <a t-lanui.il Ito-irir.uu Panic Sena; lirlJi..«-iinlri.o mu hr 
d- onnnvd 10 l« bludLrd In n ilrpirdian huh Ron ihr -am- ho ilr pui(-«r -4 cdummop 
volinj rouraan- a pmu* rirmp IIUTUCIH— i . u ir^oii .4 ihr Mmine 1.0 m 
■aSoumncBi ihrmTl Var «ito]arnnJ ,o hriil mil o.» l»- rckn-i mil ito rail in .4 ihr 
raodaraa <d ihr Mmtnji (or. if appli-abir. am <rlpainnirni id -arh Mmine . and ibr 
wnrnihTufitovaaii rt-flirirnfrl-lor. imi *— itoili *R tooir. Irf.or ihr Imrivitoi Ihr 
Mm inf lor. d ajijdirahir n a.lpjamnnu U -arli Mmiufji n-naril ibr ...unr 
ntaiunato im*pi(i| a -rod in ir^or-i llrmd. 

i fn rrtolnoi to ru rt Umaip ruurnrd b< ihr Vao'r ibr quunun inpnn-il ol ilr Sim in; f-ir 
ihr la-taa of ibr KtoTuonbaan Rraigipa I .hr R mJw MM' -n ui. dar i. tan >o mo* 
for m - prr-rtil Imlduv: iwme-rm ifoau- ur Imu- ptuur. io n-jiir-rntnii^ arul Ih4Ui: 
n irprr-rfi'uvc in ilr- aocr-tair *a h— , ihoa a rlrar inn r -m . ..I ■ hr iow-^mJ BMPMIT 1 >4 ilr 
Van tor ihr law bnrp niinandaip If. nho l.'i manor- fnaaito-ilno a^uair.l to ilr 
Mmlnp a .promo r- am |arria oi ihr *|i-rtiii|! ito- Mn ho- adJ oaml mlpoimni .ha • Irh 
pc rim L »a I in up h-o. ilun 'IE .la. a.o mi or iban *_* da.- -mil lu -.aii nmr nail |-irr n- 
oav hr af]unird In ihr I tomuu uf ibr Mmui - 1 uad ito- Kr-iluiiioi a in 1- ..rruibml 
al ibol adponml Xhritod looir-.d akirli adl lo- saia n. ito V.irlr+drc - 1 Tto -pomim 
a SI hr lao io morr [rfvno- |imoai h-bbnp miu^r >TTIifaa*r- .o loon; |im» - ur 
ir|imrul4lr.r fhr+r Ir ». mtolnain. hdlhv mppuirtd w .tor irT.ro.ri 

Al'ULLBILm Of DnCLWVfS 

to Mala Hi rpeh hour id Nan. Irtfd Ir-Lr* . ihr Tnw rvvtl carol J mint 1 L .1 f-ar i.anaim 
I oa.i —1 an rrhauqt hi uaBR and U.O- id rbr Truu Ibnl run h- irrfuiai ul and «a.iu 
rmifral— « and ahrf ibovmm* n-lrrml in alanr mar I— .4nunrd In VorlrAif- Iran ihr 
-*r*TfmJ (dTud-l d ito ninail Pun inn lpni-1 pnm lain 

HUNCH* tl Pi 1IVC M.T.NT 
NHitar.CS Cl UUST1 THLKT ISIMHIVN Of NF« VuHh 

ttoinl Juh ' 1<MT. 


THIS NOTICE IS IMPORTANT. IF NOTEHOLDERS ARE LN ANY D04VT AS TU THE ACTION THEY SIIOLU) TAKE THEY SIUH'UI COVSILT 
THEIR STOCKBROKER. LAWYER, ACCOIXTAVT OR OTHER PROFESSIONAL ADVLSER W1THOIT DEI AY. 


la ito mat of stay qncrita. planar c 


dther Rtobfa Itonend 0171 XU SMI. Km 
TiON Of DATK-IH-' 


WS4ER 

Martnr Trcfa. Limilfd 


0E5CHIPT10N Of 
VOTES 


I SS.1,TOOOJ*6' LiSwr ML . 
Cwnitond Nnlra dor 1999 
noevadilitmlh pnnuilred a* lo 
pofinmf of nMpiJ on) lolrmi by 
Ito Bank ofTakoo-MilaabMii Lid. 


1 8171 T2-T .1BB0 ur Itontol Urn ia- 0171 .TU 877*. 
TIME nf PAA1V. 

meotm: ii.t.vfs 


18 Onober 1946 


Merpan Ijiursnl. Tim* 
Com nan r uf Va 1 orb. 
Bnic-rL* nlfirr 
BamfiM- I'orihiiF 

Lnwmhnuc 


CONTRACTS & TENDERS 


base lending rates 


Adam A C-yHWN 7 w 
ABM Itr* Bw* .C 0 ' 7 50 
■Hrni> Air*nriMJi 750 
EUnrvj Betas V<iaya 750 
BanhWCyirot 7 50 

Els* o» HrtJiaJ 7 50 

B.ir*.pfhvha 7 50 

Bird, nl Scffland T ^ 
Bafri-v [Vk3. 7 5*' 

UmBhedMdEosI 7 «J 
•Buan StePnrSU'U) 7 50 
C4l>.vrii f-A 7 50 

CfydPMUIcBanK 7 50 

tv Co-ownrw* B.vA 7 » 
CauteSCa 7 -*° 

Cyr-rjs Poems* fVmn 7 so 
CunC-nL.MM4J 7 5C‘ 


EidBiTiusfUmtaKl OSO 
FnvKUl a Gon Bar* 8-00 
•RiTb-xl Fleming A Co790 
•Qumncs* htehon 7S0 
wad. Ban* AG Zunch 7-50 
•Hjmtacc Ru* 750 

S Gen taw Bk.750 

C HoawA Co 750 
Monpaxu & Snangnal750 
WrcKIK Bank (IM US7.50 

Juhan Hodpo Bar* 750 

Joseph « Sons 750 
Ltov«.Bar* 750 

UtojbnoBanh 750 

NanVrttmrtW 750 
•RtaBitanore 7 » 
Fhj»idBH4SiM«lai« 750 
Saash VWdww Ba* 7 S) 


•Singe* A Frioctandor 750 
•SmUiawaanison 750 
Sun Bonk 750 

TSB 7.50 

UMod Bank d KiiuteL 750 
Uralf Tims Bank Pfc 750 
WMuoatay Ladkw 750 
YoritsMui Bank 750 

• Uombera of London 
mvestnoni Banking 
AsGoeuriton 



Open 

Wee 

Change 

K* 

Low 

Eft Mi 

Opentt. 

Sep 

94 Jl 

9433 

•am 

0435 

9431 

81617 

512,718 

Dec 

9429 

9431 

*001 

8433 

9428 


389530 

Kar 

9*25 

9438 

*062 

9441 

9434 

IViS 

335639 

■ 8 S IREASSr BU FUTURES IMM) Sim per 1 C 0 % 




Sep 

9468 

9499 

+002 

9469 

9499 

117 

1479 

Dec 

-to 

9503 

- 

- 

- 

2 

209 

Mar 

- 

9560 

- 

- 

- 

1 

9 

M Oaoi ua 

ml Ip. ara tv jrRib dm 






m annum options (Jffej dhib paus m 100% 





M 

A« 4 I 

CALLS — 

sap 

gas 

Jed 

Mg 

POTS 

Sep 

Den 

0615 

0020 

0045 


0615 

0020 

0645 
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REPUBLIC OF SLOVENIA 

MINISTRY OF FINANCE 

ANNOUNCES PUBLIC TENDER 

far supply of all or any of the following three parts of 
the Information System for the Value Added Tax (VATT: 

L Central part of the system which encompasses the provision and supply of the software and hardware required for 
the operation of the following functional modules: 

A. Functional module for registration of VAT Taxpayers; 

B. Functional module for bookkeeping of VAT obligations; 

C Functional module for provision and maintenance of statistic information; 

D. Inter f aces for connection with the external information systems. 

IL S up po rtin g system for electronic document management, comprising the supply of software and hardware For 
ensuring die operation of the subsystem for electronic document management and archiving. 

UL Supporting system for envelope f illing and distribution of documents, comprising the supply of software and 
hardware for ensuring the operation of die subsystem for document folding and envelope tilling and the distribution 
of documents. 

You are hereby invited to submit proposals for die supply of all or any of the above three parts of the Information System 
for VAT. 

Additional information is available in the Official Gazette of the Republic of Slovenia no. 47 from June 29, 1998 and on die 
web page of the Ministry of Finance of die Republic of Slovenia: http://www5igov5d/mf/ vat99Jitml 
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COMMODITIES & AGRICULTURE 



Venezuelan accusation against Iraq hits oil prices 


MARKETS REPORT 


By Kenneth Booting 
and Paul Soirean 


World oil prices slipped 
yesterday after Venezuela 
accused Iran of breaking the 
Riyadh pact on production. 

Luis Giusti, president of 

Petroleos de Venezuela, the 
state oil group, said Iran was 
producing 230,000 barrels a 
day above the level agreed at 


the emergency meeting of 
Saudi Arabia, Mexico and 
Venezuela in March. 

Hie cuts - ratified by the 
Organisation of Petroleum 
Exporting Countries but also 
involving producers from 
outside the organisation - 
were an attempt to support 
the oil price. However, the 
markets have appeared scep- 
tical that the production lim- 
its will have a real impact bn 
long-term oil supplies. 


"We realised that the 
majority were complying 
with what was agreed [but] 
Iran was pumping more than 
230.000 bpd above what it 
had committed to,” 3 lr 
Giusti said. Iran is Opec's 
second largest producer, 
after Saudi Arabia. 

lh late trading on Lon- 
don’s International Petro- 
leum Exchange, the bench- 
mark August contract for 
Brent crude was $i&37a bar- . 


rel compared with Friday's 
close of HaSSu 

00 prices were also hit by 
reports that Iraqi oil Exports 
under the UN food-for-oil 
deal were likely to climb to 
1.89m bpd this month from 
1.45 bpd in June. 

On the London Metal 
Exchange, the options 
related activity that has 
been causing a shortage of 
lead tor immediate delivery 
eased a little. The premium 


for Immediate delivery, com- 
pared with three-month lead, 
feH from 530 a tonne at the 
opening to $7 at one point 
before ending at 510. 

Traders suggested the 
tightness should not last 
long. Last week, the price of 
lead for immediate delivery 
made the biggest gain on the 
LME, rising by 10 per cent 
Three-month prices .were 
little changed and only LS 
per cent up over the week. 


Threemonth lead was $532 
a tonne at the dose yester- 
day, down $12 from Friday's 

In its most recent fore- 
casts, the International Lead 
& Zinc Study Group 
suggested load production 
would rise marginally to 
&0&n tonnes this year while 
consumption would sflpby l 
per cent to 5.98m tonnes, 
leaving the market more or 
less in balance. 


Tightness also continues 
in the tin market The pre- 
mium for immediate deliv- 
ery, compared with three- 
month metal, held fast at 
about $135 a tonne. Three- 
month tin ended at $5,585 a 
tonne; up $25. 

Aluminium touched a 
four-year low by the dose in 
spite of a 3325 tonnes fall in 
exchange stocks. - Three- 
month aluminium was down 
$13 a tonne at $L286L 


Albatros 
challenges * 
the LME 
over fine 


By KnneA esodfag, 
liUng Correspondent 


The London Metal Exchange 

is facing a legal challenge 
over the £ 200.000 fine it 
imposed last month on Alba- 
tros. a privately owned, Rot- 
terdam based warehousing 


h 


Latin America, Caribbean 
farms find growth in change 


New crops have enabled the region to escape any adverse effects 
from structural adjustments to its economies, says Canute James 


griculture 

American 


In Latin 
and the 


Chile, Colombia, Cuba. Gua- 
temala and Mexico as 


[Caribbean is growing regards fruit In its multiple 


faster than other sectors. A 
study by the Economic Com- 
mission for Latin America 
and the Caribbean (ficlac) 
says agriculture, forestry 
and fishing in the region 
grew 3.5 per cent in the 
1970s, 2 per cent in the 1980s, 
and 3 per cent in tbs 1990s. 

The sector is showing few 
adverse effects bom the 
1980s structural adjustment 
to the region’s economies, 
which eliminated subsidies 
to unprofitable state enter- 
prises, devalued currencies 
and deregulated trade and 
Ananrial services. 

However, with the expan- 
sion in agriculture has come 
a change in the structure of 
the sector. Eclac found that 
oil products and sugar cane 
were most dynamic in the 
1990s, expanding faster than 
cereals and coffee, which 
dominated in the 1960s. 

Expansion in oil products 
was most pronounced in 
Argentina, Bolivia, Brazil. 
Colombia, Costa Rica, Ecua- 
dor, Guatemala, Haiti. Para- 
guay and Peru. Growth in 
sugar cane was led by Brazil 
and C olomb ia. 

"There was dynamism too 
in fruit and vegetable pro- 
duction, especially in Brazil, 


varieties, while the most 
active countries in vegetable 
production were Brazil, Bar- 
bados, Chile. Costa Rica. 
Guatemala. Honduras, 
Jamaica. Mexico, Panama 
and Venezuela. Fishing was 
another dynamic sector, 
especially in Brazil, Barba- 
dos, Mexico and the Domini- 
can Republic." Eclac says. 

The output of cereals has 
been depressed by the mod- 
est performance of main pro- 
ducers, particularly Brazil 
and Mexico, and stagnation 
in Argentina. Coffee, tuber 
and root vegetable produc- 
tion has also developed less 
favourably. 

Changes in production pat- 
terns have been influenced 
by the development of a 
range of agro-industrial and 
processing ventures that 
have increased the the 
spread of technology and 
improved the competitive- 
ness of smart farmers. 


N ew production methods 
have altered employ- 
ment patters in Latin 
American and Caribbean 
agriculture. The rural popu- 
lation is less dependent on 
agricultural jobs, with a 
decline in the proportion of 


agricultural workers in the 
economically active popula- 
tion. Eclac suggests local 
incentives are needed to 
retain the labour farce In the 
area beyond those concerned 
strictly with agricultural 
production. 

While agricultural, for- 
estry and fishery exports 
account for a significant pro- 
portion of the region's 
exports, their contribution 
foil from 27 per cent in 1987 
to 20 per cent in 1995. 

'Hie development of non- 
traditional exports is espe- 
cially noteworthy, especially 
the sale of fresh produce 
[fruit, vegetables, flowers] in 
the most distant latitudes.’' 
says the study. 

"Agro-Industrial exports 
also stand out, accounting 
far 20 per cent of the region's 
total manufactured exports. 
These two categories totalled 
$30bn in 1996. made up of 
$15bn in fresh produce with 
high added value and $l5bn 
in agro industrial products, 
without taking into account 
$7.3bn in primary products, 
which have always been the 
basis of the region’s 
exports." 

However, the rate of 
expansion of agriculture In 
Latin America and the 
Caribbean could have been 
greater. 



Bombay cotton 
futures planned 


By KuoaJ Bose la Calcutta 


Sweet success sugar cans has been one of the most dynamic 
crops in the 1990s, expanding faster than cereals and coffee 


The expected liberalising 
effects of the Uruguay 
Round contributed little to 
the growth of the region’s 
agriculture sector, which 
continues to be highly pro- 
tected and subject to govern- 
ment intervention. "Today, 
transparent markets still 
remain a goal more than a 
reality." Eclac says. 

The growth hi agricultural 
output also masks a threat 
to the environment. The 
land devoted to cultivation 
and grassland has increased, 
while the amount of forest 
land has fallen. 

Eclac says plantations had 
not compensated for the loss 
of native forests. While this 


situation is general in the 
region, the loss has been 
minimal in some countries 
such as Chile, Guyana and 
Suriname. 

"Today in Latin America. 
200 m hectares - almost a 
third of all cultivable land - 
Is moderately or severely 
degraded. According to 
experts, the main cause of 
this in South America is 
deforestation, while in cen- 
tral America tt results from 
agricultural activities.” 


Survey of Agriculture in 
Latin America and the Carib- 
bean over Recent Decades. 
Eclac. Caribbean. Part of 
Spoil, Trinidad. 


India, one of the largest 
producers of cotton in the 
world, is preparing to start 
futures trading fax the com- 
modity after a break of 32 
years. 

The East India Cotton 
Association (EZCA), which 
has sponsored the new oot- 
ton futures exchange in 
Bombay, is to start mock 
trading in the next few 
weeks as it awaits the fed- 
eral government’s forma] 
clearance. 

The flirrhang w jg modelled 
on the New York Cotton 
grrhang p, am? will use the 
open outcry trading system 
backed up by computerised 
accounting. 

According to trade offi- 
cials, the EICA Is in a hurry 
to launch futures trading 
because the South In dian 
Cotton Association is plan- 
ning a rival exchange In 
Coimbatore. South Indian 
states account for 65 per 
cent of the country's cotton 
consumption. 

Mr Suresh Kotak, presi- 
dent of the EICA, says 
futures trading will laid sta- 
bility to cotton fa rming . The 
farmers «m malt* use of the 
“price discovery" mecha- 
nism to decide how much 
land they will commit to cot- 
ton in a season. 

"Even before the cropping, 
if the growers find prices 
favourable and have reason- 


able expectations of the 
quantity of the crop, they 
can hedge it So if the mar- 
ket goes down, they gat their 
contemplated prices," said 
Mr Xot&k. 

The new Bombay 
exchange is introducing two 
big improvements on the old 
cotton exchange of three 
decades ago. 

first, trading is to be sup- 
ported by daily settlement 
and second, the Indian Cot- 
ton Futures Contract Clear- 
ing- House has been regis- 
tered as a company. 

Id a break with the past, 
the contract will describe 
fibre parameters and not 
name cotton variety, bring- 
ing trading in line with 
international practices. 

The futures exchange win 
have nieartn g , ctearing-cuzn- 
trading, trading and broker 
members. Registered non- 
members will have to do 
business through the clear- 
ing bouse. 

The unit of trading will be 
55 bales of 170kg each, while 
quotations win be an 100 kg 
basis. Cotton can be ten- 
dered In Bombay or at any 
place where It is ginnod and 


The Indian Cotton Con- 
tract will allow a maximum 
daily price fluctuation of 
Rsl50 ($3-55) a 100kg. The 
daily rate committee to be 
appointed tv EICA will fix 
the market rates of ten- 
derable varieties of cotton. 
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ACROSS 

1 To meet performer by L50 
must interrupt, which Is 
OK (14) 

10 Mug returned memoranda 
© 

11 No erne believed her stupid 
and crass article (9) 

12 Farit Td immersed in run- 
ning water (7) 

13 Keeping hi step if not (7) 

14 Parking in reverse help to 
take round platforms (5) 

16 Not on about fool a journal- 
ist cheated (g) 

19 Iky before putting out free 
toast (9) 

20 Is backing American hospi- 
tal introducing Japanese 


20 Is backing American hospi- 
tal introducing Japanese 
food 0) 

22 Spot good and simple coit 
traptlan(7) 

25 Sold back the SAS without 
regret (7) 

27 Stir their liquid as more 
dry?<&) 

28 Round enclosures on 

bumrfyy (gj 

29 Hospital employee broad- 


DOWN 

2 Poorly trained volunteers 

accepting loss of rights (7) 

3 Spring edition (5) 

4 Amusing side to promis- 
sory notes (9) 

5 Types note to fool about 
time (5) 

8 Speaker I love starts sing- 
ing church music (9} 

7 Where One’s departing- fr nra 
Indonesia? ( 5 ) 

8 Are to deny, perhaps, it’s 
time to close the books? 
(«) 

9 Part of a foot, a fflnriwq 
measure! (6) 

15 Averse to dead duck as an 
bore (T oeuvre! (A) 

17 Club Official t aking top 
rose prize goes ahead (9) 
is Boring experience on the 
foreign vessel (8) 

19 One boxing freight for 
transportation (7) 

21 Ma inta in home is in Short 
Street (6) 

28 I strove to describe creeper- 


a^uu employee oroaQ- covered walls f 51 
caste* the accusation ft* 24 She waraTtiiL. having 
oe wokedithereelf© 

26 P°° r oM copper's 

flag (5) 
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LONDON STOCK EXCHANGE 




Wall St helps Footsie recover its initial losses 


By Steve "ntompsofl, 

UK Stuck Market Editor 

Wall Street's return after the 
Independence Day holiday 
last Friday was the key fac- 
tor behind the performance 
of London's equity market 
yesterday which saw share 
prices rally to finish margin- 
ally firmer after a rocky 
start to the session. 

Earlier, London was hit by 
a flurry of small-scale selling 
pressure, triggered by ever- 
present concerns that this 
week's meeting of the Bank 
of England's monetary pol- 


icy committee, which com- 
mences tomorrow, might see 
domestic interest rates Hfted 
by 25 basis points. 

Although those worries 
were briefly allayed by the 
latest UK economic news, on 
industrial production and 
manufacturing output there 
was no Ignoring the wides- 
pread concerns about inter- 
est rates. 

"There was talk of a buy 
programme late in the day, 
but It really did feel like 
Wall Street had brought the 
market round. Earlier there 
was nothing doing - the 
market is still waiting for 
the monetary policy commit- 


tee news," said one trader. 

At the end of what many 
described as a dismal trad- 
ing session, the FTSE 100 
finish ed 1.9 higher at 5,9903, 
its fourth consecutive gain 
and its fifth winning perfor- 
mance out of the past six 
trading sessions. 

But there was no real con- 
viction behind a late rally in 
the leaders. Earlier the FTSE 
100 had fallen just over 57 
points before it began to sta- 
bilise. 

The Dow Jones Industrial 
Average rose more than 30 
points shortly after trading 
commenced in New York, 
helping to revitalise previ- 


ously dull European mar- 
kets. which had been unset- 
tled by fresh weakness 
across Asian stock markets. 

Tokyo dipped l per cent 
and Hong Kong almost 2 per 
cent after continuing uncer- 
tainty about potential tax 
cuts in Japan. 

News of a severe dip in UK 
industrial production, down 
1.2 per cent In May com- 
pared with a consensus esti- 
mate of 0.2 per cent and a 
0.4 per cent decline in manu- 
facturing output, against 
expectations of 0.2 per cent 
triggered alarms that 
another rise in interest rates 
would impose severe strains 


on many UK manufacturers. 

There was less pressure on 
the second-liners and small- 
cap issues. The FTSE 250 
closed 2-8 ahead at 5,58115. 
given a lift by some excep- 
tionally strong performances 
from the second-tier telecom/ 
cable companies, which 
occupied the top four places 
in the index performance 
table after actual and 
rumoured tie-ups. 

The Small Cap closed 5.9 
off at 2J398.6 with more evi- 
dence of profit warnings 
affecting sentiment. 

In its latest strategy note. 
Credit Suisse First Boston 
took comfort from the feet 


that the market had resisted 
the downside story- "We 
believe the valuation struc- 
ture. both across the market 
and relative to bonds, point 

to a market already braced 
for a hard landing." But 
there were more warnings 
about the impact of the 
Asian, crisis, this time from 
ABN-Amro. where the strat- 
egy team said: "Growth pros- 
pects in a third of the world 

economy - Asia - are deter- 
iorating sharply. This is now 
producing a marked soften- 
ing in lead indices for 
exports across Europe." 

Turnover in equities at 
6pm was a lowly 688-3. 
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Scottish 

Power 

boosted 

REPORT 

By Joel KBkzo and Peter John 

Speculation about 
restructuring, new alliances 
and demergers in the tele- 
coms sector dominated the 
market yesterday. 

Scottish Power whetted 
the appetite of sector special- 
ists as it outlined the poten- 
tial of its telecoms arm. Scot- 
tish Telecom. 

Analysts came away with 
a better view of tbe group. 
James MeCafferty at ABN 
Amro said: “This presenta- 
tion has increased the mar- 
ket's awareness of the value 
of Scottish Telecom. I think 
it would make sense to have 
perhaps a 25 per cent free 
float of Scottish Telecom In 
the same way that Energis 
was spun off from the 
National Grid.” 

Panmure Gordon reiter- 
ated its “buy" stance for 
Scottish Power, citing the 
contributions from the gen- 
erator's telecoms arm. In a 
note to clients. Philip Hollo- 
bane at the broker said Scot- 
tish Telecom could be worth 
at least lOOp and perhaps as 
much as 200p per share. He 
raised his target for Scottish 
Power by 50p to 700p. 

Scottish Power Improved 
13 to 554p. National Grid 
eased a penny to 427p. Ener- 
gies gained 65 to £11.22%. 


Glaxo Wellcome came 
under pressure as Merrill 
Lynch weighed in with a big 
earnings forecast downgrade 
for tbe drug company. 

Although the US broker 
maintained its overweight 
stance in the sector and left 
individual stock ratings 
unchanged, it cut its eps 
estimate on Glaxo by 9 per 
cent to 4£.3p, putting it 
about 7 per cent below the 
official consensus. 

The earnings downgrades 
reflect currency concerns 
and also some marg in pres- 
sure because of the failure of 
one product and slower 
migraine treatment sales. 

Merrill Is “neutral'' on 


ft: m index 


Glaxo while remaining 
"overweight" on S mithKline 
Beecbam and Zeneca. Glaxo 
fell 23 in early trading but 
was dragged up by the recov- 
ery of Waif Street to mid tbe 
day a net 3 higher at £18.45. 

Meanwhile, Goldman 
Sachs has lowered its earn- 
ings forecast for Zeneca by 3 
per cent to 7&9p. The broker 
cites “s 1 ower-th an -antici- 
pated development in the 
agrochemicals market due to 
weather. Asian trading con- 
ditions, competition from 
genetically modified crops, 
currency mid restructuring.” 

Zeneca fell 8 to £25.69 and 
SmithKline, far which Mer- 
rill predicts 20 per cent eam- 
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ings growth next year, eased 
a penny to 754p. 

Weakness in the Asian 
markets and a broker down- 
grade prompted fells in the 
two Asia-related banks. 

Standard Chartered 
dropped 13 to 679p and HSBC 
13 to £15.57 after Credit 
Lyonnais reduced its earn- 
ings estimates for them. 

The broker cited the 
effects of devalued Asia cur- 
rencies, loss of income from 
an Increasing number of 
non-performing loans, rising 
bad debts, and a slowing of 
lending and general business 
growth as reasons its 
reduced forecasts. 

Shell Transport moved for- 
ward 3‘A to 429p on press 
reports that it planned to 
merge its downstream 
operations with Texaco of 
the US. 

BP ended 8 lower at 892 in 
spite of a couple of encourag- 
ing broker notes. Robert 
Fleming Securities 
reinforced its "buy” stance 
on BP in the wake of last 
week's deal by Opec to cut 
production. And BT Alex 
Brown has issued a "buy" 
note highlighting the 
group's potential in Alaska. 

Billiton, the mining group 



All Futures. Options 
& Margined Forex 

Tom** TTsct Town**/ 
TdL-OITI .*37 Vm 
Emt tis£>jowiB<nl0gnlx(uik 
Wta Stas: Inpjtww* .gnLco.t* 


Leading International tax planning firm, otters fun service. 
Indac Helen Harper. LLB (HONS) Tab + 44171 3S2 2Z74 
Bette Parer Murphy B.Convn. Tat + 8581 862 138* 


90-108 STOREY ST, UUDOH SWaSRJ.IK 


FLOORS MOW AVAILABLE! 


ED&F MAN DIRECT 


REAL-TIME ELECTRONIC FOREX DEALING 

FREE price teed, charts and news 

|5f 4 i , ' . i . i . i ,"xv- i . i 4 i a-i„ ’ -ff-i.aiiia 5j! 

E-Mail: rogcrZ.'iVforcx-cinc. co.uk - Tel: ■'-44 (0)1997. S355SG 


Argus Gas Connections 

icz-rrcnthly intelligence crier or Euro-san css and power 

gens 's?;cn marks* Petroleum Argus 

Fre e frra i ; -i*M 7 T ) 3 5 3 3 7S2. = rn a:! : s !C' & : £' c e t: c ' e u e-, ?■, reus, cc rr. 


The LDSJG.M.L. Seminar will show you hew die mariuts REALLY nod. The 
amazing trading icctmiquo of the legendary W.D. Gann can increase your (toTiU 
and contain your (ones. How? Thai's, ihc secret. ” a T“ •^ * y ***’ 1 *** 

Book tow FREE Pt.*c* Phone 0161 474 0080 


-w- e n f ■' p c 

iLinnco 

l+44(Q) 171 892 3311 


FOR FREE DEMO CALL 


TENFORE 


For in-ore irrfo and FREE demo disc call: 

+44 (0)171 405 1004 


Real tiir.e global ccveragej 
of Shares : Currencies, 
Bends. Conrr od:ties. 
Futures x Options. 
Sessarrb 4 Coamstery 
and News 


mm £14 $20 DM25 

|V| WITH FUTURES TRADING 

COMMISSIONS THIS LOW 

ED&F MAN DIRECT WHY NOT CAUL US TODAY? 


mwnOFTOMJLteMNUJU) K 

EPi Ftoli 


Data Broadcasting Corporation 

T he world's feeding provider at rnoltima mortal data to lha Indivldud Inwaso r 

IMPROVE YOUR TRADING TECHNIQUES 

A senes of one -day seminars to increase your trading wealth using 
real-time market data and readily available analytical PC software 


www.dbceuro.com Tel +44 171 793 3108 


http://vvww.unioncal.com 

F.X. FUTURES & OPTIO NS 24 HOURS 

0171 S22 3333 


which was the "tail-end 
Charlie" in the Footsie over 
the first half, nipped smartly 
to the top of the chart with a 
7 per cent rise yesterday. 

The shares closed 9 '<4 
higher at I39p with some 
support from Dresdner 
Klein wort Benson. The bro- 
ker reiterated its 'buy* 
recommendation and 
increased Its earnings per 
share forecasts. 

Diageo downgraded 

Drinks giant Diageo fell 14 
to 712p, following a cautious 
reaction from analysts after 
the group published a trad- 
ing statement 
Analysts at Dresdner 
Klein wort Benson were 
reported to have said that 
bad news about Asia, the 
effects of sterling and a slow- 
down at Pilsbury bad offset 
gains from cost-cutting and 
the continuing revival at 
Burger King. 

Dresdner was said to have 
downgraded its profits esti- 
mate for the 18 -month period 
to the end of June 1998 by 
£20m to £l«87bn. 

Although the broker 
remains a buyer, dealers 
said Williams de Broe had 
urged investors to “sell" the 
shares and switch into 
Allied Domecu, 9 off at 565p. 

Confirmation of a deal 
between Ha cal Electronics 
and Colt Telecom for the lat- 
ter to become a local carrier 
of its long-distance services 
sent shares in both groups 
soaring and triggered fur- 
ther demand for telecoms. 


The agreement enables 
Racal to deliver voice and 
data services to the City of 
London from overseas via 
Colt’s metropolitan network. 

A jump of 29 or 7.8 per 
cent to 4Q0p made it one of 
the biggest risers in the 
FTSE 250, while Colt Tele- 
com gained 160 to £28iJ5p. 

Specialists suggested the 
agreement was positive for 
Racal, as the financial ser- 
vices sector was a fast- 
growing area that Racal had 
been targeting. 

However, several analysts 
were quick to warn that the 
deal was not a precursor to a 
merger between the two 
groups and one said. "The 
valuations of the two groups 
are quite different" 

Continued speculation 
about mergers in the tele- 
coms sector, drove other 
stocks ahead. Telewest Com- 
munications was in demand, 
the shares gaining 13% to 
I78p. the best performer in 
the FTSE 250. General Cable 
improved 16 to 281V=p. 

Profit-taking was tbe order 
of the day among mobile 
telephone operators, which 
had been the star performers 
in the sector in recent ses- 
sions. 

Vodafone Group lost 4 to 
823p. while Orange eased a 
penny to 707p. Sec art cor 
which holds a 40 per cent 
stake in Cellnet fell 5 to 
525p. The remaining 60 per 
cent in Cellnet is owned by 
British Telecommunica- 
tions, which gained 19*/= to 
791p in trade of 18m amid 
talk that it is considering 
returning about £3bn to 
shareholders from tbe pro- 
ceeds of its 20 per cent stake 
in US group MCI Communi- 
cations. 

Shield Diagnostics, which 
bas been under pressure 
recently, recovered sharply 
ahead of figures on Friday. 
Sutherlands has issued a 
“buy" recommendation and 
analysts hope for a return to 
profit after losses of £lJ3m 
last time. The shares added 
60 at 522 l /jp. 
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Japan hopes offer relief from weak dollar o^ble^ouble 

umni n nuBM™" gests that the odds on a threeday weekend provided the first quarter and faltered Lehman Brothers is increas- against the w^kne^rf the ■ fTl 1 A wrlvr 

more positive package of Europe with late support in to 3 per cent in the second, ing its exposure to Japan, rand. At less than $300, tne JL A|| ■ I /% w I w - .-r 

World equity markets government reforms have spite of the growing disquiet the broker feels the stock moving from “underweight” gold bullion price remains a X vl JT*-. "* T 


^ E 


WORLD OVERVIEW 


World equity markets 
mostly marked time yester- 
day, with sentiment hover- 
ing uneasily between a 
weaker dollar and hopes far 
good news shortly from 
Japan, writes Jeffrey Brown. 

Asia was mixed with 
Japan trading within recent 
ranges as the countdown to 
Sunday’s election started in 
earnest The broad betting 
among global strategists sug- 


gests that the odds on a 
more positive package of 
government reforms have 
shortened. 

But it was the dollar that 
dictated events in Europe, 
where markets traded nar- 
rowly but climbed off their 
lows later in the day. Paris, 
for CTanip ie , swung from a 
fall of U per cent to a mod- 
est overall gain during the 
day. 

A steady return to busi- 
ness by Wall Street after a 


three-day weekend provided 
Europe with late support in 
spite of the growing disquiet 
among investors about slow- 
ing US earnings. 

In this context, the latest 
attempts by brokers to put a 

working framework on the 

outlook for equities into 1999 
are of interest. Salomon 
Smith Barney remains bull- 
ish on Europe, hut is rela- 
tively sceptical about the UK 
and the US. 

Having risen 21 per cent in 


the first quarter and fettered 
to 3 per cent in the second, 
the broker feels the stock 
markets in Europe will rise 
by 13 per cent over the next 
12 months. 


Tinian Brothers is increas- 
ing its exposure to Japan, 
moving from “underweight” 


a gainst the weakness of the 
rand. At less than $300, the 
gold buffi an price remains a 


r. ffW, 

km 


to “neutral" at the expense pale shadow of its 196 6 peak 
of the UKandtheUS.lt sees of $450, but in rand terms it 


quick resolution 


This represents a sUgnifl- Japan's problems, but says 
cant improvement. SaJo- policy is moving in the right 


mon's earlier forecast was 
for 9 per cent share price 
growth over the period. It 
has upgraded the Nether* 
lands. Switzerland and Swe- 
den. 

In spite of the uncertainty. 


direction. 

South African gold stocks 


is transforming the econom- 
ics of many marginal rafafog 
groups. 

Some brokers estimate 
fhat thanfr fl to the slide in 


continued to set a scorching the rand. South Africa's gold 
pace, bouncing by 8.1 per mines have entered the third 


cent yesterday for a five-day 
advance of 33 per cent as 
investors scrambled to hedge 


quarter with operating mar- 
gins fatter by at least SO per 
cent 


Dow up as 
buyers home 
in on leaders 


Blue chips extend Zurich run 


EUROPE 


AMERICAS 


Blue-chip stocks opened 
slightly lower in quiet trad- 
ing following the long holi- 
day weekend but recovered 
later in the morning to show 
modest gains, writes WUtiom 
Lewis in New York. 

At lunchtime, the Dow 
Jones Industrial Average 

was up 3442 at 9,059.88 and 
the broader Standard & 
Poor's 300 index was up 821 
at 1,152.63. 

The Nasdaq composite 
index, which includes key 
technology stocks, rose 12.41 
to 1,906.41, displaying the 


Proffitt's fall $4 to $36ft on 
concerns about whether the 
highly acquisitive company 
will be able to assimilate 
Saks successfully into its 
multi-chain group. Saks 
shares gained A to 

Lycos led the continuing 
charge of internet stocks. 
Following the announce- 
ment of a 2-foi>i stock splh, 
Lycos was up $9% or 11.9 per 
cent to $8S&. 

ContiFioanclal, the home 
equity loan originator, led a 
spate of earnings warnings. 
It said it will report lower 
than-expected earnings for 
the first quarter ended June 


Shares in ZURICH gained 
momentum as demand for 
index heavyweights like Nes- 
tle, ABB and Roche helped 
the market to resist down- 
ward pressure coming from 
some Asian and European 
centres. 

The SMI index gained 67.0 
to 8,166.0, extending its 
record run into a sixth con- 
secutive session. 

Nestle was at the centre of 
attention, boosted by buy 
recommendations from for- 
eign brokers, and the duns 
closed SFr40 higher at 
sm^sa. 

Demand in ABB was once 
again f haiiwi by banker Mar- 
tin Elmer's call last week for 
a unified share structure. 
The shares climbed SFrBl to 
SFr2,444. also profiting from 
positive articles in the Swiss 


SwRzettend 
SMI Max 



a 45 per cent stake in the 
Dutch PVC producer. 

MILAN was fitted by fate 
foreign baying and the Mib- 
tel Index closed up 347 or L5 
per cent to 24,223. 


Traders on Tel Aviv's Stock 
Exchange are not in an opti- 
mistic mood. 

They had a great ran over 
the first five months of the 
year, with daily turnover 
sometimes approaching 
ShkSOQm <$8L8m). But over 
the past two weeks volumes 
have fallen to a daily low of 
shkiQum while the blue-chip 
TA-2S index has hovered 
around the 330-point level. 

Tgttw Horowitz, Israel ana- 
lyst at T ^rnan Brothers, the 
US Investment bank, says 
the foreign investors that 
account for around 13 per 
cent of turnover are now 
wafting on the sidelines. 

Saul Bronfeld, managing 
director of TASE, believes 
Tel Aviv is vulnerable to the 
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A rise in the futures mar- vagaries of world markets as 
bet triggered arbitrage buy- the Israeli economy bec o m e s 


ing of cash shares. Mediaset 
rose L445 or SB per cent to 
142,035 following comments 
by its rtyrh-man that the 


more global. 

“Around 30 per cent of 
TASE's capitalisation is 
traded or fisted In the US. 


group planned to for What happens in other mar- 


a European partnership. 

BG rallied L444 to U2JB4 
as hi g her profit 
lifted investor confidence. 
Olivetti was the most active 


kets affects us." Total capi- 
talisation is around $80bn. 

But the economy is not 
expected to grow more than 
last year’s L9 per cent, dent- 


continuing popularity of 30. The shares fan $5% to 
internet stocks among US $19%. 


investors. 

Stocks opened lower as 
investors continued to focus 
on the apparent confusion 
surrounding Japanese eco- 
nomic reforms and fears 
about the effects on the US 
corporations of the long- 
running Asian economic cri- 
sis. 

However, strength in sev- 
eral blue chips helped power 
the Dow higher in late morn- 
ing trading. The most 
actively traded stock was 
AT&T, which showed signs 
of shrugging off concerns 
about Its takeover of Tele- 
communications. 

AT&T's share price had 
fallen 16 per emit since the 
deal was announced, but 
yesterday it was up $ft or 
1.48 per cent at $55%. 

Other strong movers 
included Proffitt’s, the Ala- 
bama-based retail group, 
which confirmed its $2.lbn 
all-stock takeover of Saks 
Holdings, the holding com- 
pany which owns the 
upmarket Saks Fifth Avenue 
retail chain 


TORONTO moved higher 
with early losses on the 
weakness of mining stocks 
reversed by the solid start 
on Wall Street The 300 com- 
posite index was up 2L65 at 
7,40526 at noon. 

Trading was said to be 
fairly subdued. Weak bullion 
sent the heavyweight golds 
sector into reverse with Bar- 
rick falling 50 cents to 


Telecommunications com- 
pany Ascom gained SFr50 to 
SFr2,950. Zuercher Kan tonal- 
bank raised its recommenda- 
tion to “buy" from “neutral" 
and set a price target at 
SFrS.OSO to SFr3,I00. 

Among the banks, the 
newly merged UBS put an 
another SFr2i to SFH06 and 
CS Group was SFrl higher at 
SFl347. 

PARIS bounced off early 


C$2625 and Placer Dome off lows, but in belownaverage 


35 cents at C$16.35. 

But the banks pushed 
higher, and there was good 
support on the industrial 
pitches. Royal Bank of Can- 
ada gained 50 cents to 
C$9020 and Canadian Impe- 
rial, added a glmflar amount 

at C$48.60. Bank of Nova 
Scotia advanced 55 cents to 
C$37.95. 

Alcan Aluminium put on 
10 cents to C$40.10. Among 
telecoms. BCE added 40 
cents to C$82.70 and North- 
ern Telecom improved 15 
cents to C$84.90. Seagram 
held out against the broad 
upturn. The shares came off 
35 cents at C$60.40. 


FFrfLlbn turnover. 


Friday, shed FF r3 to FFr385. 

FRANKFURT lost ground 
as scepticism over the out- 
look for Japan overwhelmed 
mild gains on Wall Street. 
The Ketra Dax index fin- 
ished 1939 lower at 534206. 

Electrical engineering 
giant Siemens was one of the 
day’s losers, falling close to 
its low for the year at one 
stage before a late recovery 
which left it DM265 down on 
the day at DM107-50. 

Software group SAP pref- 
erence shares slipped 
DM1410 to DMU6Q.10 as the 
market braced itself for 
another cautious outlook 
when the company reports 
mid-year results on July 20. 

The chemicals sector was 
mixed in the wake of Fri- 
day's comments from the 


verted into non-par value 
shares on a ratio of 10 to 
one. 

AMSTERDAM fell back 


issue of the day, adding L58 ing corporate earnings. 


to L2.966 on its capital- 
raising plans. 

M/mwm was supported 
by a rally in blue chips. The 


slightly in thin volumes with general indor rose 8L67 or 1 
the AEX index closing off per cent to &&17. 


L52 at L24L73. 

Options activity was said 


Endesa was volume leader 
adding PtaiO to Pta3,43S. 


to be responsible for a rise of Santander followed, gaining 


Valeo stayed firm, rising chief executive -of Bayer. 


FFr19 or 3 per cent to FFr655 
after first-half sales figures 
came in ahead of broker 
expectations. Salomon Smith 
Barney listed Alcatel Als- 
thom among its favoured 
global stocks and the shares 
hardened FFr10 to FFr1,269. 

Lagard&re fell FFr8.10 to 
FFr251.50. Among retailers 
Plnault Printemps lost 
FFr130 to FFW^3a 

Renault, up 10 per cent on 


Manfred Schneider, that the 
company had no concrete 
plans far a takeover. 

The remarks quashed 
weeks of speculation that 
Bayer was planning to swal- 
low HoechsL Bayer picked 
up 45 pig to DM96.40 While 
Hoechst gave up DM1.45 to 
DM95.05. 

Volkswagen put mi DM320 
to DM190430 after its DM50 
par value shares were con- 


Fll to FI 24901 at Fortis 
Amev. KNP BT gained 
FI 1.20 or 2L2 per cent to 
FI 56.30 as buying built 
ahead of n«t month’s divi- 
dend payment 

Shell poshed higher ini- 
tially on a press report that 
the group was planning to 
merge its downstream 
operations with those of US 
rival Texaco. But it suc- 
cumbed to late profittaking, 
ending off 20 cents at 
FI 11230. 

Among smaller caps, EVC 
International Jumped FI 3-10 
or almost 10 per emit to FI 36 
on an asset swap that sees 
Norsk Hydro of Norway take 


Pta25 to Pta4JH5- BBV added 


In spite of these uncertain- 
ties, analysts argue that vol- 
umes and liquidity, TASE’s 
main weakness, could signif- 
icantly improve if reforms 
were Introduced. They 
believe it is time to cut the 
red tape that places formida- 
ble difficulties in the way of 
the 100 or so Israeli campa- 


Pta2l0 to Pta8,400 ahead of nies trading on Wall Street 


its first-half results 
announcements. 

OSLO was depressed by a 
higber-than-axpected inter- 
est rate hike. The Total 
index closed down 1L13 or 
03 pm cent at 131231. 

The central bank raised 
interest rates by 03 percent- 
age points. Ranks were hit, 
with Den norske Bank down 
NKrt to NKrt0.10 and Chris- 
tiania Bank og Kreditkasse 
losing NKrS.40 to NKr3L4Q. 


Written and edited by Michael 
Morgan, Jeffrey Brown, Enfto 
Terazono and Peter HaJL 


which also want listings in 
Tel Aviv. 

Israel’s Security Author- 
ity, which recently set up a 
committee to tackle the 
issue, has been dragging its 
feet an double-listing. It does 
not allow the use of New 
York’s Stock Rvchang w Com- 
mission-approved prospec- 
tuses to be used in Tel Aviv. 
“It is not enough to translate 
the English prospectus ami 
other US forms. The ISA 
wants its own prospectuses," 
said one trader. 

The ISA. unlike the SEC, 
insists on approving private 


placements. It demands to be 
informed once negotiations 
begin, while the SEC only- 
wants to know once an 
agreement has been reached. 

Traders say the ISA's 
reluctance to allow double- 
listing is rooted in the social- 
ist ethos which duped the 
way In which the large, 

state-owned en t erprises wan 
run, with managers politi- 
cally appointed. 

Mr Bronfeld and others 
believe privatisation and the' 
emergence of a high-tech 
Industry requiring Uttle 
start-up capital have weak- 
ened these traditions. "These 
new companies do not need 
old money. They can mobi- 
lise funds elsewhere, like tu 
the US.” he said. 

Allowing double-Uatta* 
would bring benefits to Td 
Aviv. The small investor 
would no longer have to pay 
triple commissions to trade 
Israeli stock in Wall Street 
The securities industry 
would also benefit as fiquU- ; 
ity and volumes would rise. 

“Volume cc a nmiflakeM 
would increase at least 25 
per cent," said Mr Bronfeld. 
And double-listing would 
force more of the transpar- 
ency that foreign *m»n 
local investors are increas- 
ingly ri w ia mti nf on TASS. ■ 

Such benefits, analysts 
hope, might be enough to 
convince the ISA to give the 
green fight to refo rms. 
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Golds lead Jo’burg advance 


Data fears hit Sao Paulo 


SOUTH AFRICA 


SAO PAULO was depressed 
by concerns over the coun- 
try's budget deficit data. The 
Bovespa index fell 164 or 1.6 
per cent to 9352 as the gov- 
ernment announced the 
delay of the data. 

The government blamed 
today’s World Cup semi-final 
match for the change in 
schedules, but Investors 
expressed concern that a 
larger-than-expected figure 
could depress the real 

The central bank yester- 
day lowered the mini-band 
on the real on the 


foreign exchange markets. 

BUENOS AIRES firmed on 
active buying and the Mer- 
val Index rose 3.08 or 0J> per 
cent to 588.49. 

The Buenos Aires stock 
exchangg yesterday com- 
bined its traditional floor 
trading with the Sinac elec- 
tronic trading system, elimi- 
nating the price differences 
between the two. 

MEXICO CITY edged 
lower on the overnight 
weakness on Wall Street. 
The IFC index fell 2.19 to 
4,481.56. 


Johannesburg shrugged off a 
falling rand and ended stron- 
ger on massive demand for 
rand hedge stocks and as 
golds soared on the back of 
higher bullion. 

But the mood was said to 
be edgy with tbe rand 
plumbing fresh lows as 
investors ditched it in the 
wake of the appointment of 
South Africa's first black 
central bank governor, to 
succeed Chris Stals in 1999. 

The gold sector led the 
advance, rising to 13-month 
peaks as the index soared 
86.2 or 8.1 per cent to L 155.8. 
Industrials overcame early 
losses to close up 95.7 at 
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8253.6 and the overall index 
put on 91.1 or 12 per cent to 
7,095.1. 


Nikkei ends winning streak 


gmee 

team 


ASIA PACIFIC 


An anTtfirmwirnwit over the 
weekend by Ryutaro Hashi- 
moto, the prime minister, 
that the government would 
not Introduce a perm anen t 
tax cut renewed concern In 
TOKYO about the earn cany's 
stability, writes Alexandra 
Barney . 

The Nikkei 225 average 
lost 160.79 to 16250.45, end- 
ing its eight-session winning 
streak, the longest climb 
since February 1991. The 
benchmark Index bad traded 
between 16,350.45 and 
16,488.51. Volumes were 
down slightly, but still rela- 
tively healthy at 520m 


tow Zealand 

ftp 40 fnta . 



which manufactures textile 


bled 3.9 per cent after Sun 
Hung Kai Properties said 
that only about 60 per cent 
of registered potential buy- 
ers for flats at its Castello 
development showed up to 
choose flats on the first day 
of sates on Saturday. 

SHK Properties ended 
down HK$1.90 at HK$31.80 
and Cheung Kong lost 
HKS1.60 to HK$37.40. 

China plays under- 
performed, with the China- 
Affiliated Corporations 
Index faffing 3.5 per cent and 
H shares losing 2.1 per cent 

WELLINGTON pushed 
ahead strongly on positive 
broker comment Credit Sul- 


Investors, hopeful that 
stimulus measures would 
bolster the market, picked 
Up recently underperforming 
stocks. Unitika, a textile 
company, led the market, 
closing up 26.9 per cent at 
Y137. Analysts attributed the 
gains to optimism about an 
eventual economic revival. 

Banking stocks, which 
have been hit by worries 
about the industry’s finan- 
cial stability, slipped 1.7 per 
cent. Long-Term Credit 
Bank, which is negotiating a 
merger with Sumitomo 
Trust and Banking, lost YB 
or 1L8 per cent to YGO. Sumi- 
tomo feU Y26 to Y615. 

Ishikawa Selsakusfao, 


machines, gained Y92 or 12,7 see First Boston recently 
per cent to Y817. Analysts moved from negative to neu- 


said the rise reflected specu- 
lative trading. 

The Toptx index of first- 
section stocks lost 9JH to fin- 
ish at 1,258.45. Gainers out- 
paced losers 665 to 493. 
There were 118 shares 
unchanged. In Osaka, the 
QSE average tumbled 12 to 
17,133^8. 

HONG KONG drifted 1.8 
per cent as reluctant inves- 
tors eyed a weaker yen. The 
Hang Seng index lost 155.19 
to 8,48412 after hitting a low 
of 8.45L83. Turnover shrank 
to its lowest level for more 
than a month, finishing at 
HK$3.1bn against Friday’s 
quiet HK$45bn. 

The property sector tom- 


tral on the market and there 
were reports yesterday of a 
substantial upgrade for 
Fletcher Energy. 

Morgan Stanley Dean Wit- 
ter was said to have rated 
FE one of the most underval- 
ued oil groups. Its shares 
shot up 37 cents to NZ$5.35. 
NZ Telecom rose 8 cents to 
NZ$&38. The 40 capital Index 
ended 45B1 or 22 par cent 
higher at 2.088B5. 

SYDNEY added 8.7 to 
2,751.8 on the All Ordinaries 
index. Resource stocks were 
dull - BHP dipped l cent to 
AS1408 - but selected blue 
chips made a strong show- 
ing. News Corp rose 145 
cents to AS13.06 and Telstra 


added 10 cents at A$4.4G. 
ANZ Bank gained 13 cents to 
A$1L57. News erf a A$900m 
disposal sent Pacific Dunlop 
up 17 cents to A$2£0. 

BANGKOK lost ground on 
concerns over the country's 
finance sector, and the SET 
index lost 2.74 or 2 per rent 
to 271.00. Investors were 
increasingly nervous ahead 
of the spate of financial 
institutions’ unaudited sec- 
ond-quarter earnings 
announcements next weak. 
The decline in the yea also 
depressed confidence. 

The banking sector index 
gained 3.5 per cent, helped 
by a rise in large banks. 
Bangkok Bank gained Bt3J25 
to Bt47.50 and Thai Farmers 
Bank Btl to BC31.25. 

Finance stocks, however, 
lost more than 4 per cent, 
with National Finance down 
BtO-40 to Bt2.60. , 

SHENZEN was depressed ! 
by retail selling, triggered by 
the losses In Hong Kong. 
The hard-currency B Index 
lost 1.18 or 1.4 per cent to 
79.32. Hainan Pearl River, 
the property developer, was 
the weakest performer, fall- 
ing HK$022 to HK51.04 
In SHANGHAI, Institu- 
tional selling set the tone of 
the day, with the B index 
falling 0.153 or 0.4 per cent to 
40.672. Large-capitalisation 
stocks, heavily weighted in 
the index, were sold off 
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